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The purpose of this thesis is to
show the effects of the National Industrial Re-
covery Act on Cost Accoiinting.
So far as the author can ascertain,
no work has been undertaken in this field in
the past.
The first chapter consists of a short
survey of Cost Accounting; its uses, advantages,
and the method of installiTig such a system.
The second chapter discusses the pur-
poses of the National Industrial Recovery Act;
its application and its effect on Cost Accounting.
It also shows what effects the formation and carry-
ing out of the various codes have on Cost Account-
ing,
The last chapter is a summary of the
effects, showing how these results have helped
present-day accoanting and how it will effect
Cost Accounting in the future.
The Author
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CHAPTER I
COST ACCOUNTING
*****
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A. Definition ;
Many writers on the history of aocoiintin^
have attempted to determine the origin of "bookkeeping.
From such information as is availahle , it can safely
he said that the first system of doahle-entry hook-
keeping was used in Italy about the middle of the four-
teenth century or somewhat earlier. *
Starting v/ith the crudest kind of raemorandams
of transactions, it has paralleled the advancements
of commerce, industry, and government. Today v/e find
accounting divided into many different hranches. One
of these specialized types of accounting is called "Cost".
Cost accounting may be defined as that type of account-
ing which provides detailed information as to separate
components of cost that have entered into a product.
B. Relation to General Acc ounting :
like all types of accounting, it cannot he
divorced from general accounting,- they are inseparable
.
"In a plPtUt with cost accounting, hov/ever,
cost accounting and general accounting are carried on
concurrently. A close relation exists hetween general
records and cost records. In fact, the two classes of
* Indirectly taken from "A Brief Treatise on the
History & Development of Accounting" "by H. C. Bentley
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records in a modern cost system are *tied up', or
unified, by the use of controlling accounts, such as
Raw Material, Work in Process, Finished Products, and
those used for the analysis of expenses."
It has "been found that general accoujiting
alone is not enough. It does show the profit or loss,
but does not show in any detail hov; this figure has
"been ascertained. If prices are falling, the manu-
facturer cannot determine whether or not he can continue
to manufacture his various articles profitably. Totals
are often misleading; the business ma.v- be showing a
profit and yet some departments may have to carry the
losses of others. A good cost system v/ill disclose
such conditions and will allow the company to see and
control all cost problems intelligently.
C . Advantages of Cost Accounting;
Cost accounting has many advantages. A few
general and more important are
:
1. Accurate cost xmit and waste elimination
2. Aid to all departments
3. Basis for fixing selling prices
4. A basis for fixing premiums
5. The financial or accountancy use, as statements
and taxes
"Cost Accounting - Principles & Practice" (Chapter 1,
Page 3). Jordan and Harris, Ronald Press,
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6. Future costs
1 . Accurate cost units and waste eliminations :
Every manufacturer wants to knov/ the cost of each unit
he manufactures. Totals will not show him this. V/ith
exact costs, profitable and non-profitatle lines are
clearly recognized. The cost system v/ill also show
him his waste. If anj'- product is not paying, he can
investigate to find the reason why. Idle machines,
old methods, et cetera, will he eliminated and much waste
will "be checked,
2. Aid to all departments : Cost records do not
stop with the manufacture of the article; they aid
all divisions,-- production, selling, and financial.
All auditors should base their future on past records.
These records will "be supplied "by the cost system. Of
course, to create this service, the cost records must
he timely and available for analysis shortly after
the close of each period.
"Many progressive financial managers and
treasurers estimate immediate and future capital require
ments with the aid of cost data. Thus, they prevent the
tying up of too much capital in inventories and can
arrange with commercial banks for seasonal loans to be
used in carrying the ^peak' load of the business."
"Production Factors", Page 38. A Hamilton Church
Industrial Management Library
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The Bales force also has use for these
records for information of new and unusual costs in
order to increase the sales with more vigor and intel-
ligence.
3. Basis for fixing selling price: No selling
price can be intelligently fixed unless the cost is
known. Business today must be always ready for radi-
cal changes. The selling price of today may bring great
losses tomorrow. An up-to-date and recent cost figure
must be available at all times if the concern wants
to meet the rapid changes in marketing its product,
A price that is too high will decrease sales, while
a price that is too low, will, of course, decrease
profits, regardless of the increase in volume.
4. A basis for fixing premiums: Premiums or bonus
rates have not been required in the last few years, but
in the future, when business returns to normal, these
factors will again become necessary and the use of the
cost records must be sought before any allowance or
payment of this type can be made,
5. The financial or accountancy use, as state-
ments and taxes: If perpetual inventories
of raw materials, work in process et cetera are
kept, the bother of a physical inventory will not be
necessary, ^ith the figures so available, statements
I
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will be made up more often. These statements will
give the manager a closer check on his "business and
allow him to act accordingly. A firm that does not
make statements freq.uently v;ill not have such close
supervision and therefore will not be able to check
any undesirable flow. These freguent statements will
assure the manufacturer at the end of the year that
his taxes will be made out more accurately and cor-
rectly.
Another use for monthly statements is for
credit purposes. A bank is more likely to lend money
on a recent statement than on one that is six months
or a year old.
6. Future costs: If at any time future costs
must be estimated, the manufacturer with a cost system
will be in better position to estimate v;hat these costs
may be than a man who has not any fixed or past figure
on which to base his opinion.
D. Meeting Possible Objection;
The objections to a cost system are few. Some
of the mox-e important are:
1. No system can be made for this type
of business
2. V/orkers may object
3. System unnecessary
4. Price of installation
II
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If the aocountant is competent, he v/ill "be
able to overcome these objections without much trouble.
The auditor should, nevertheless, prepare himself
against these objections by studying the business of
his prospect,
1. No system can be made for this type of business:
This objection may be overcome by building up a specimen
system and presenting it to the prospect, proving to him
conclusively that a profitable system can be installed.
2. VYorkers may object; The cost accountant shoald
try to gain the good-v;ill of the workers and the coopera-
tion of the management and workers before he attempts
to install a system. It will usually be found that
objections are based upon past mistakes of other systems,
and can be o\''ercoiae by an explanation of the nev^ system,
3. System unnecessary : One can meet this objection
by proving with figures tha.t the business will benefit
by the installation of a cost system,
4. Price of installation; Many systems in the past
have cost the manufacturer an enormous amount of money
without much return; but if the accountant can over-
come this great handicap and prove to the proprietor
that the cost system is an investment because of the
benefits derived each year, he will be successful in
installing the system.
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"Do the advantages of the cost system out-
weigh its disadvantages? While the expenses of in-
stalling and operating a cost system are treated as
expense items in the Profit and Loss Statement, the ben-
efits derived from such outlays continue year after
year. In reality, therefore, a cost system is an in-
vestment rather than an expense."
E. Basis for a Cost System;
Before any cost system can he installed,
there must be a basis on which to figure the cost.
Each factory must find out the most effective basis
for its product. It can be placed on the piece, hun-
dred piece, pounds, tons, dozen, gross, et cetera. The
general agreement is that it must be fixed as to units
of measure. This basis may not be founded on the final
or finished unit. Some systems will have, however, six
or seven different units on which to base their cost
before the complete product is finished. If this is
true, the cost figure of the finished goods will be
found by combining the cost of all its units.
The kind of cost system used may be iden-
tified according to the preponderance of one or an-
other kind of base. The prevailing types are:
"Cost Accounting - Principles & Practice", Page 7,
Jordan and Harris, Ronald Press.
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1. Class Cost Method
2. Process Cost Method
3. Job Cost Method
4. Operation Cost Method
1. The Class Cost Method: In some types of
manufacture, it is possible to place articles in
convenient classes. Each class has its regular cost sys
tern. If any article is manufactured within one class,
a certain basis will be used; if another article is
within another class, it will have an entirely differ-
ent basis. This system is used quite effectively in
a foundry where the articles up to a certain weight
belong to one class, and all above this weight belong
to another. Some foundries have over fifty classes,
each class having a definite cost basis.
2. Process Cost Method; This type of cost
system is found in industry where the steps are re-
garded as separate operations but cannot be clearly
enough defined to permit each operation to be checked
before the next operation begins. This cost system
prevails in industries of a chemical nature.
3. Job Cost Method; When a business
bases its cost upon the number of units wanted in an
individual order rather than individual units re-
gardless, it is using the job cost method.
V
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"When all the various items of cost are
charged up to a particular order embracing a specific
quantity of a specific unit, the method of job cost-
ing is used. By this method, any kind of labor or
other direct cost is charged to a particular order
number and all the charges against a particular order lum-
ber constitute the cost of the order when it is figured
up." ^
4. Operation Cost Method; The operation type
of cost is used when a certain operation in the factory
is at a set rate when the products go through it, wheth-
er the products are of the same type or not. In an
electrical supply manufacturing concern, each product
is tested before it leaves the factory. This operation
is charged to the product at the same rate, whether
it be a $100. electric washer, or a $10. bread mixer.
This system is carried all over the plant, putting bur-
den on some articles that do not use a particular oper-
ation to any great extent, and lifting the burden from
the articles that do, because the rate is the same.
After the basis for the cost system
has been decided, the manufacturer must assemble all
"Cost Accounting - Principles and Practice", Page 328
Jordan and Harris, Ronald Press.
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his data to install the system. This can "be accom-
plished in many ways:
1. B.y a physical inventory
2. By follov/ing the operations of one unit
3. By using past records
4. By estimation
1 . By a physical inventory : V/hen the manu-
facturer uses this method, he must "be careful to
check all items in reaching his total figare , All
material and lahor of goods in process should he elim-
inated. He should figure upon the finished article
only. After he has taken the inventory he can re-
turn to his statements and records and figure out
his material, labor, and indirect expenses, remem-
bering to include only those up to the date of his
last finished unit in inventory. This method, as can
"be seen, is not the best type. The elements may
not give the true cost because of low prices in raw
material, unusual labor costs ,- either high or low.
Another factor that cannot be checked definitely is
the indirect expense, which may include other
departments. At best, this method will give only

11
an estimate for a basis. Sometimes, this estimate
is very close to the actual figure, while many times
it is not. It can "be used, however, to start the
system, with the olan to readjust as soon as actual
figure is received,
2. By follov/ing the operation of one unit:
Many industries have "based their cost system upon
the data received on a "marked" or "specimen" unit.
This unit is watched carefully from the beginning
of manufacture xmtil it is ready to be sold or
used in another form of production. It will not
always be the best policy to use this method for
many reasons. Some are; (a) If the business is
manufacturing daily, it will be hard to follow one
unit and fix the costs upon this unit, if one of
many. This could be avoided by stopping all opera-
tions and sending just this one unit through each
operation. Obviously, a healthy factory could not allov/
such a procedure • (b) The red tape involved by
such a method would cause more expense and trouble
than it would be worth.
For example: If a factory is manufactur-
ing two thousand units a day, and the "marked" unit
could be segrcigated, think of the red tape I Every
cost, direct or indirect, would have to be broken
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down into fractions of two-thousandths to get the true
figure.
3. By using past record; If the factory has been
run on a good general accounting basis, it may be oosei-
ble to assemble the data by this method. From these
records, the accountant must segregate from the general
account, the factory costs. The direct costs may be
found, out the trouble will arise with separating the
indirect expense of the factory and the general accounts.
This method should only be relied UDon when one of the
others cannot be used.
4. By estimation; The only time the estimation
method should be used is when the estimator has been in
close contact with the manufacturing and can give a pretty
accurate figure. It would be futile as well as dangerous
to depend upon an estimate that comes from a man who not
only does not know his business, but who has no direct
supervision of the factory.
Of all the methods mentioned, the first three
seem to have an equal standing. Before any method is
adopted, the circumstances of the individ^jal factory
should be carefully studied and then, and only then, the
most reliable method brought into play.
YI
I
-13-
F • Data Ihat Are Necessary to Install a Cost System;
Data that are collected "by these methods
may "be divided into two general classes:
1. Direct Cost
2. Indirect Cost
1. Direct Cost: Direct costs are any
costs that are directly connected with the manufacture
of the product. Harris and Jordan in their book
on Cost Accounting define Direct Cost as: "Any
payment or charge for labor and material expended
upon a definitely determined unit or product".
Direct Cost is divided into three sub-
headings :
A. Direct Material:-- Direct mater-
ials are those materials that are used in the manu-
facttire of any product. If the factory was in the
canning business, fruit, cans, and labels v/ould be
listed as "direct material",
B. Direct Labor:-- Direct labor is
any labor that is used directly in the manufacture
of any article. A man who operates a capping machine
in the canning factory would have his salary charged
to "direct labor".
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C. Overhead:-- Any overhead that can
"be directly chargeable to the product, is listed
Tinder direct cost. This may include supervision,
depreciation on the machine, taxes on a patent, et
cetera.
E. Indirect Cost: Indirect costs are those
costs that are not directly connected with the manu-
facture of the articles,
"Indirect costs are those which cannot be
1
charged economically or directly to the product".
Indirect costs are also divided into the same
three sub -headings
•
A. Indirect material:— Indirect material
is that material used in the factory but not directly
with the manufacture of the product. In the canning
factory, a set of tools to repair machines may be
called indirect material,
B. Indirect labor:-- Indirect labor is
that labor in the factory not directly connected
with the manufacture of an article. A janitor's
salary would a-ipear on the list of indirect labor,
C. Fixed charges:-- A fixed charge is
any charge to the factory cost, but not directly
connected with the manufacture of the product, De-
-"Cost Acco.mting - Principles and Practice" ,Page 23,
Jordan and Harris, Ronald Press.
i<
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preciation on the TDuilding, insurance on the inven-
tory, et cetera, are items that are listed as indirect
costs or fixed charges.
These two types of cost were defined clearly
and definitely so as to impress apon the reader of
their fimdamental importance. All cost systems are
based on these two factors, and if one can distinguish
between them, an^r system can be clearly understood.
Another advantage in knowing these two gen-
eral classes is in the distribution of cost. If so
much of a total figure is direct cost, the remainder
must be charged to indirect cost. It must not be
assumed, however, that in most factories these two
divisions can be clearly made.
"The great competition introduced by
machinery, and the application of the principle of
the sub-division of labor, render it continually
necessary for each producer to be on the alert for
improved methods by which the cost of each article
can be reduced, and v/ith this in viev/, it is
of great importance to Xnow the precise expense of
every process, as Y/ell as the v^ear and tear on the machine
I
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which is due to It." ^
This statement by Church will serve as
an exaTTiDle of how difficult it is to segregate
costs. It is not only difficult to separate the
indirect cost from the other, but it is difficult to
break down that indirect cost again to charge it to
the correct department. But if there is a clear sys-
tem and one has a good understanding of the busi-
ness, it will not be long before the distinction be-
tween direct and indirect costs can be made. The
separation of both costs into their respective de-
partments will be soon understood after a close analysis
of the details of these various departments.
"Expense Burden", Page 11. Church, A. Hamilton,
Engineering Magazine.
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A. National Industrial Reoovery Act:
"The law I have just signed was passed to put
people back to work; to let them buy more of the prod-
ucts of farms and factories and start out business at
a living rate again. The task is in two stages — first,
to get many hundreds of thousands back to employment by
snowfall, and second, to iDlan for a better future for
the long pull. While we shall not neglect the second,
the first stage is an emergency job. It has the right
of way." ^
The bill is divided into three sections, as .
summarized in the report of the House Committee on "Kajs
and Means as follows:
"Title I of this bill provides a program of in-
dustrial recovery through removal of obstructions to the
flow of interstate commerce, nroraotion of cooiDerative ac-
tion among trade groups and between labor and management,
elimination of unfair competition and relief of unemploy-
ment, all under adequate governmental sanctions and super-
vision in order to protect the public interest.
"Title II creates an emergency administration
of public works to plan and execute a comprehensive
program of construction under which millions
President Roosevelt's statement when he signed the
National Industrial Recovery Act. June 16, 1953.
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of workers now idle may be ree''nployed directly or in-
directly through the expenditure of $3,300,000,000 in
useful projects.
"Title III contains miecellaneous provisions,
including amendments of the Reconstruction Financial
Corporation Act." ^
B. Purposes of the National Industrial Recovery Act;
"1. The re'-noval of obstructions to the free flow
of interstate and foreign commerce which tends to diminish
it.
2. To promote general welfare through cooperative
action a^iong trade groups.
3. To induce and maintain united action of labor
and management.
4. The elirainrtion of unfair competitive practices.
5. The promotion of the fullest possible utiliza-
tion of the present productive capacity of industry.
6. To avoid undue restriction of production.
1
House of Representatives, No. 159, 73rd Congress, 1st
Session
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7. To increase the purchasing power, and therelDy
enlarge the consumption of industrial and agricultural
products
•
8. The reduction and relief of unemployment.
9. To improve the standards of lalDor.
10, The rehatiilitation of industry,
11. The providing for the construction of certain
useful public v/orks." ^
These purposes are self explanatory and need
not be dv/elt upon further,
C • Effect of the Purpose of the National Industrial
Recovery Act on Cost Accounting :
There are a few purposes of the National In-
dustrial Recovery Act that directly affect the cost
system of any industry. They are:
1. The elimination of unfair competitive practices.
2. The promotion of the fullest possible utiliza-
tion of the present productive capacity of industry.
3. To avoid undue restriction of production.
1 . The elimination of unfair competitive
Senate, Finance Committee Report, Pages 1, 2 (used
indirectly)
•
I
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practioes; In order to assure the other memters of
the Code that one memlDer will not use unfair practices,
one of two plans must "be adopted. Sither a full report
must be submitted every month, or, the industry must
work on uniform methods. The second plan is the better
of the two because the first may be drawn up to please
the manufacturer, allowing him to use these unfair
practices without being detected. If the second method
is employed, the members should adopt a uniform cost
system.
"This uniform cost system will show ¥;hy some
practices exist that may seem unfair from ordinary
examination.
"Uniform cost systems will not make for uni-
form cost results, no matter how uniformly the princi-
ples and the routine of the systems are observed by the
individual companies which constitute all, or the major
portion, of an industry. Type of buildings and equip-
ment used, local tax assessments and tax rates, the
quality of organization and personnel, ability to con-
trol variable expenses, and other factors all make for
variations in the cost results of different companies
in the same industry. Uniform accounting, hov/-
ever, will show where and why such variations exist
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and provide a meeais for a determination of poli-
cies and practices that should govern in the appli-
cation of many phases of a code of fair competition.
There must necessarily follow well defined lines.
When the language of cost ie SDoken, it must be one
that is understood by all concerned." ^
2 . The promotion of the fullest possible
utilization of the present productive capacity of
industry ; If a man desires to go under the code,
he must be able to show that his factory is producing
at its capacity. If not, he must show in what rela-
tion it is producing to the total possible production
and what his total production will or can "be, . If
the factory is not running under a good cost system,
this result will not be readily attainable. If he
does obtain this inforraa.tion without a cost system,
he will be basing the figure on an estimated amount.
After he joins the code, he will have to
improve his system, if he has one, to meet all the re-
quirements as to production and capacity. If he has
not any system, he should install the uniform method
of the industry, not only to have information to back
"Accountants and Auditors" - Ernst and Ernst, Page 2.
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hie practices, but to regulate or expand his capacity.
"Uniform cost systems will not only be a
guide and a basis for checking the cost of the article
at one capacity and at another, but will also be an
ideal system to show the degree of utilization of the
plant to total capacity and be a suoport to show why
the total is not being used if this practice is in
effect." ^
3. To avoid undue restriction of production:
It is the policy of the National Industrial Recovery
Act to increase and stimulate business, Th?t is why
this purpose has received such importance. If the
codes were so made up so as to defeat its primary pur-
pose, it would be useless. Therefore, before any code
has been accepted, the prospective member must file
with the committee, the average production for the years
from 1929 to 1932. To make sure that the code will
not stunt the production in industries where there
has been a decline, the Director has studied the
situation and each case has been decided on its own
merits. A good example of this is the Wool Textile
Industry Code. It says:
"Accountants and Auditors" - Ernst and Ernst, Page 5.
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"The first significant factor to consider
in connection with the wool textile industry is the
fact that since 1923 the gross volume of the indus-
try has "been constantly declining, measured both by
the per capita consumption of women's goods and the
total machinery activity of the industry. In 1923 the
per capita consumption of all worsted and woolen woven
goods was 7.26 square yards. In 1929 the per capita
consumption was 5.41 square yards. Per capita con-
sumption of dress goods for women* s wear declined
from 3.08 square yards in 1909 to .58 in 1929, an
81^ decline. In 1923 the average broad looms hours
per week were 2,5S0,000; by 1932 the broad looms
hours had consistently fallen to an average of 1,170,-
000 hours per week,
"Due to this constant decline, resulting from
the inroads of competing textile fabrics and changes
in living habits and styles, the wool textile industry
has had extreme difficulty in readjusting its affairs
in an orderly manner. Therefore, this code is predi-
cated upon the assumption that the average activity
of this constant period of decline, 1923-1932 is a
reasonable and adequate level of activity to be attained
II
i
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and maintained. The averege activity of the 1923-
1932 period corresponds very closely with the acti-
vity of the industrj^ in the year 1929.
"A characteristic of the wool industry
requiring special consideration is the rather wide
diversification in the various tranches of in-
dustry." ^
If the manufacturer wants his business
continued on the same production as it has been, he
must supply the figures. To supply these figures
he must have a good cost system. After the code
has been adopted, the manufacturer must show by
his reports if the production is being restricted
so changes can be made in the code. Every manu-
facturer should be vitally interested in these fig-
ures and those of the other members of his code;
they may develop into serious financial trouble if
they are not regulated.
Mr. A. is doing business and the re-
sults of his production and sales from January,
when he signed the code, to April are:
1
"Wool Textile Industry", National Industrial
Recovery Act Code,
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Production Sales
January $35,000 $60,000
29,600 53,000
March 25,000 50,000
April 24,000 48,000
It can readily he seen that his "business
is "being restricted "by the code, if all other things
are eq^ual. If he can show "by figures the causes of
this decrease, he may have his code modified to
remedy this. V/ith a cost system, preferably a uni-
form cost system, the same as that of all other mem-
bers, his pleas v;ill he supported because they v^ill
conclusively prove his case. If production is de-
creasing, sales cannot be increasing. A cost system
in this situation is a dire need.
D. How the purposes of the National Industrial Re
covery Act are to be accomplished;
Recover;/ Act are to be accomplished by setting up
agencies, forming associa.t ions , et cetera. These
The purposes of the National Industrial
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have "been popularized as codes. The section of
the National Industrial Recovery Act that allows
these agencies to be set up is as follows:
"Section 2 of the bill gives the Presi-
dent the authority to establish suitable agencies to
carry out the policy declared in Section 1. (Editor's
note:- Section 1 is the bill allowing the National
Industrial Recovery Act to be in existence.) He
is given the authority to set up the necessary machin-
ery without regard to the provisions of the civil
service laws or the Classification Act. The civil
service laws and Classification Act are waived, due
to the emergency character of the bill, the short-
time employment, and necessity for prompt action.
The President is also authorized to establish an in-
dustrial planning and research agency to aid in
carrying out his fujictions under this title. The
powers granted under the title terminate at the ex-
piration of two years after the enactment of the
bill, and sooner, if the President shall proclaim,
or Congress, by a joint resolution, shall declare.
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that the emergency has ended."
The President has the following methods
for putting into effect the National Industrial
Recovery Act,
1. Voluntary Codes of Fair Competition
2. Mandatory Code
3. Trade Agreements
4. Labor Agreements
5. Limited Labor Codes
6. Licensing.
1 . Voluntary Codes of Fair Competition:
The voluntary code is the principal instrument
that the President hopes to use to regulate the
industry and make the act successful.
"The voluntary code of fair competition is
provided for in section 3 of the act. Under this,
any trade or industrial association or group is
authorized to prepare and submit to the President
for approval, a code of fair competition which
will regulate the competitive practices within
House Committee on V/ays and Means Report, Page 2
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the industry or trade represented. This gives
each trade or industry an opportunity to adjust
itself. The President is authorized to approve
such a code only if he finds the following:
1. That the association or group admits equit-
ably to memhership all v;ho are engaged in the same
trade or industry.
2. That the association or group is truly
representative of the trade or industry for which
it speaks,
3. That the code presented will not permit a
monopoly,
4. That the code presented will not oppress
or discriminate against small enterprises,
5. That employees will have a right to organize
and "bargain collectively through representatives
of their own choosing,
6. That no employee will "be required as a con-
dition of employment to sign an anti-union contract.
This outlaws the so-called "yellow dog" contract,
7. That the employers will comply with wages
of pay and standards for other working conditions
approved hy the President,
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8. That the code v;ill tend to effectuate the
1
policy of this title.
2. Mandatory Gode : A mandatory code is one
that is organized by the President if he sees fit.
This code may arise from two main causes.
A-a. If the members of a particular trade cannot
agree upon the code made out by its committee, the
President v/ill call the committee together and try
to compromise with them and form an agreeable code.
If then they do not agree , he may demand that they
abide by a code that he thinks is reasonably fit for
the industry. This code has the same effect as a
voluntary code.
b. If an industry has no code, the President
will call together a group of the prominent men in
the industry to form a code. If they do not form
one within a reasonable time, he will form one him-
self.
"Committee on Y/ays & Means Report", Pages 2, 3
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B. The second situation arises v/hen the
President receives complaint that atuses are going
on within an industry as a whole, or in part. He
then will hold hearings and after due time, a
mandatory code v/ill "be formed for the industry. This
code will "be subject to the same provisions and
penalties as the voluntary code.
The President may also turn a voluntary
code into a mandatory code if he thinks all members
of the industry will benefit more by its establish-
ment .
A mandatory code ma-y be for the whole
industry or may be limited to one scope of the code.
This limited code is usually employed when no mutual
agreement has been approved of by the President.
After due investigation, he may prescribe a limited
code as to: (1) maximum hours of labor; (2) minimum
wages, and; (3) other conditions of employment neces-
sary to effectuate the policy of the Act. The Presi-
dent is also authorized to differentiate according
to experience and skill of the employees affected
and according to the locality of employment. He is
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not permitted, hov/ever , to make any olas^if icat ion
according to nature of the work involved v/hich might
tend to set a maximum as well as a minimum v/age
.
It should "be understood that these manda-
tory codes are formed for the same purpose as are the
voluntary codes. Before any code is placed into
practice, the President, with his National Industrial
Recovery Administration, studies the industry, and
after due deliheration, a mandatory code of fair
competition is formed. This code tends to he more
effective and helpful to members in some cases than
the voluntary code. Although mandatory, it contains
all the advantages of a voluntary code.
3. Trade Agreements; If the code that
is approved is truly representative and meets all the
requirements of the Act, recalcitrant minorities
may he forced into line. It is prohahle if this
minority fail to live up to the req.uirements of the
code, it will enahle the majority to more closely
supervise them "by means of a trade association.
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If, after this association, the minority still per-
sist in irregular practices, they may be reported to
the authorities. These associations for this closer
supervision are called trade agreements.
The President is authorized by the National
Industrial Recovery Act to make and approve of volun-
tary agreements between individuals within an indus-
try, or in more than one industry. This agreement
must agree with the req.uirements of a code of fair
competition. As in the mandatory code, the President
may also approve of a limited agreement between em-
ployers and employees as to hours and wages. The
Act reads as follows:
"Section 4: Article 1 authorizes the Presi-
dent to make or approve of all voluntary agreements
between and among individuals, labor, trade and indus-
trial organizations which will aid in effectuating
the policy of this title and will be consistent with
the req.uirements of a code of fair competition, Y/here-
as a code of fair competition will be made for an en-
tire trade or industry and must be made by those
truly representative of the trade or industry. These
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Toluntary agreements can be entered by parties in an
industry or more than one industry. The code binds
all persons engaged in a trade or industry, but an
agreement binds only those entering into it. Thus,
the provisions for codes and agreements supplement
each other and provide a thoroughly flexible machinery
of industrial operation.
"The President is also authorized to give
every opportunity to employers and employees to es-
tablish by mutual agreement: (1) Minimum rates of
pay; (2) standard of maximum hours; (3)and other con-
ditions of employment necessary to carry out the oper-
ations of the Act." ^
These agreements ,whether limited or un-
limited, have the same effect as a code of fair com-
petition. A question that may arise is: If a manu-
facturer belongs to a code and also to a trade agree-
ment, and there is a difference in restriction, which
one v/ill he follow? So far, no such predicament has
1
"Committee on V*-ays & Means Report" - Pages 3,4.
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arisen, "but if it should, the Director of the 'Nation-
al Industrial Recovery Act will study the situation
and, after due investigation, will decide which code
the manufacturer shall follow.
4. I'ahor Agreements; While a code v/ill
usually cover an industry and a tr? de agreement will
cover an industry or more than one industry, there is
another phase of difficulty which may arise. These
difficulties are limited to the lahor situation. The
code and trade agreements do cover the labor questions
in their respective industries, but do not cover a
class of labor that may be spread over a number of
industries. For example, in many textile industries
there are similar operetions that must be fulfilled
before the textile is a finished product, such as
weaving. In the cotton industry a vreaver may receive,
under the code, one salary wMle a v/ool v/eaver doing
the same work may receive another salary under the
wool code«
To eliminate this fluctuation in wages,
labor agreements have been brought into operation.
These labor agreements are drawn up to cover a
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class of la'bor .setting forth the minimum wage limit
and a standard of maximTim hours, regardless of the
industry or code in any particular industry. Of course,
this does not mean that in all cases the agreement
will place all of the class on the same wage scale.
Other factors must "be taken into consideration such
as locality, taxes, et cetera. But it will elimin-
ate the differences where conditions are about on a
par with one another.
These labor agreements can be made and
approved of "by the President, and v/hen accepted
have the same effect as the code of Fair Competition.
5 . Limited Labor Code: In many in-
dustries there are certain types of operations that
may be effected by one or more codes. If a man is
running a novelty factory, his workers may be carry-
ing out operations that are under one code one day
and under another, the next day. He may also have
men side by side, each performing an act that is pro-
vided for in different codes. The problem here, of
coui-se, is: What shall each man receive? Shall the
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manufaotxirer pay the worker a salary for a certain
numlDer of hours work under one code and the remaining
hours under another code? Shall one man receive a
salary under the rules of one code and the man "beside
him under still another? Shall the man sign up for
one code or another,-- his factory including the (luali-
fications of many?
In solving a problem of this type, one may
do one of two things; he may appeal to the Director
of the National Industrial Recovery Act for a code
to fit his particular business, or he may get a limited
code agreement. The latter seems to be the better
solution. The first will cause a great amount of
tedious routine and may not be, as many have not been,
the best type of code to follow.
The limited labor code v/ill, as the name
implies, settle the question of hours and wages.
After a number of hearings, a code will be adopted,
usually desi;gnating a standard wage for all members
of the factory or organization and a maximum number
of hours. The manufacturer may then sign the code
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Tinder which his finished product v;ill come and use
this code only as to the operations following, that
is, from the finished product to the selling of it
to a wholesaler or consumer, depending upon which
category his customers in the past fell under.
It can readily "be seen that altho the
business is operating under two codes, each depart-
ment is so clearly defined and set up that it will
not "be difficult to decide under which code it is
operating.
After the President approves this limited
lahor agreement, it has the same effect as all
codes*
6. Licensing: As mentioned in the
paragraph on Trade Agreements, if a minority or any
memherjfor that matter, fails to live up to the re-
quirements of a code, it can he more closely super-
vised if a trade agreement is made. If, after the
trade agreement is in effect, these irregularities
still persist, the Administration may proceed either
by means of the license provision or by other appli-
cable provisions of the Act to enforce compliance.
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This is the final step iDefore punishment. It is also
the first step in forcing business to do as the Presi-
dent desires, or sees fit. V/hile the law does not com-
pel a business unit to join the code (unless it is
mandatory) or a trade agreement, it can compel the
irregular business to abide by the code with licens-
ing*
The President is authorized by the Act,
after the usual number of hearings and notices, to
license business enterprises if he finds that irregu-
lar practices , affecting interstate or foreign commerce,
are being used contrary to the Act. These practices
may be price cutting, destructive wages, not living
up to the stendard maximum of hours, et cetera. If
the i'resident does make an industry or business subject
to license, no person may subseq.uently engage in any
business, trade or industry subject to this license
unless he shall first obtain a license issued pursuant
to regulations prescribed by the President.
The -Coresident also has the pov;er to suspend
or revoke any license , after due notice and hearing,
for any violation of the terms or conditions of the
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license. There can "be no appeal to any other authori-
ty after this is done. If the manufacturer carries
on his "business after his license has "been revoked,
he is subject to fine of not more than five hundred
dollars, or not more than six months imprisonment, or
both. Each day of violation is to "be considered as
a separate offense.
A license will last for only one year, or
less, if Presiieiit Roosevelt issues a Proclamation
or if Congress shall, "by a joint agreement, declare
the act void and the emergency over.
This act will, of course, allow the person
a reasonable amount of time to dispose of his busi-
ness, and will allow him to sell his products for
sixty days after his license has been revolted if he
chooses this method instead of selling the entire
enterprise
•
It should be realized that such a procedure
must be resorted to only when all others fail. It
does nevertheless prove that this act has "teeth"
and this is recognized by representatives of busi-
ness*
I
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Mr. «^ame8 A. -Emery, General Counsel, Nation-
al Association of Manufacturers, stated before the
Senate Finance Committee on May 29, 1933 that:
"This measure is the most highly penal statute
ever proposed in American Congress and should whip
into line all those who have any thought of trying
to avoid their duty after pledging themselves."
Many have claimed that licensing, and the uen-
alites involved,are unconstitutional or at least not
within the scope of the Federal Government, Senator
Wagner, in arguing that the Act constituted the
proper exercise of Federal authority, stated:
"The question of the proper exercise of
Federal authority depends uT)on whether the bill con-
fines itself to national matters or whether it attempts
to extend to ma^tters which are of Durely local concern.
The answer is clear. The language of the bill ex-
pressly provides that any compulsory measures such
as licensing features of the bill, and any penalties
1
"Hearing Before Committee on Finance, Senate"
May 22-June 1, 1933.
Ii
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for violation of the codes, shall be confined to
the business in or affecting interstate commerce.
Thus, no attempt is made to extend Federal action
to an area of activity not covered by the commerce
clause of the Constitution."
As for the rights to impose these pen-
alties, Senator Y/agner again states:
"A national emergency is hereby declared
to exist — this statement, I think, allows the
powers exercised under the Constitution to be v/idehed
2
for governmental activity than in normal times,"
E. Apr>lication for Developing and Presenting; a Code ;
a. Trade As80ciat ions : Every owner of a busi-
ness should be vitally interested in every provision of
the -"Optional Industrial Recovery Act. He should w^^tch
the movement of other businesses in the same line. He
should know what steps are being taken by his trade
associations, if any, and if there is none, what the
active members of his industry are doing to organize one.
"Congressional I^ecord #70', Wednesday, June 7,1933
2
"Hearing Before Committee on ^'inance .Senate
,
I'ay 22-
June 1, 1933.
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It eho^jld be understood, of course, thot
the government does not intend to deal directly with
each individual business enterprise. Tiie trade associ-
ation is the agency through which the sroveminent in-
tends to operate. Therefore, each owner of a business
should take irmiediate steps to join the trade associa-
tion that is representing his business. If no associa-
tion exists, he should ascertain what steps are being
taken to organize such an association and participate ac-
tively in its creation, in order tha.t his interests will
not be overlooked or hampered in any way.
The i^ational Industrial Recovery Act allows
each association to draw up its own r^jles to run the
industry it represents. The owner should be fully in-
formed on every step that is ta^cen in making the code,
because once it is approved by the President, a.ll mem-
bers are bound to adhere to the rules prescribed in it.
Many problems must be considered in forming
a trade association. For instance:
1. Shall the asFOciation be incorporated or un-
incorporated?
2. What shall be the membership fee?
a. How shall the amount be decided?
3. How are members to be chosen for positions in
the association?
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These questions cannot be given a g:eneral
answer. Each industry must decide for itself, basing
the conclusions, of course, unon the circumstances sur-
rounding such a business.
The trade association of the past, if in ex-
istance, with its few duties and little or no poi^er
has become, under the Act, the linking agency between
the government and business and tne detefraining factor
as to the success or failure of the Act.
b. The Duties of a Trade Association:
The associations usually consist of a corr/^ittee
of five men selected from the leading co'-noanies in the
industry that it shall represent. These men should be
chosen for their ability and leadership since they will
be the main factor in forming the code. They will be
called upon to furnish detailed information of the
industry to the government. It has been said that the
trade association executives are destined to become the
real captains of industry.
The duties of the committee are:
1. Send a questionnaire to all mem-
bers of the association calling for a summary of the op-
erating conditions which now prevail, with suggestions
as to the form which the code should take and the re-
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strictions and limits which shouli be imposed. This
questionnaire should call for comolste information as to:
(a) labor in connection with hours, mirages, classes,
et cetera; (b) unfair competition and practices and sug-
gestions to curb them; (c) capacity of plant as to pres-
ent and future operations; (d) methods of cost account-
ing and determinat ion of selling prices now prevailing
in industry, and thus provide data for the develop-
ment of uniform cost accounting for the industry,
; 2. Make application to formulate the code.
3. Form the code and form an organization
suitable for the administration of a trade association in
carrying out and conforming to the provisions of the code.
c. Application to formulate a code; The first
act that the trade association committee should attend
to after they have received the returns from the Ques-
tionnaire is to prepare an application for presenting
the code. This application does not have to be filed
before the code is made, but should be, because when
the aopli cation has been accepted a member of the
administration staff is assir;ned to the case. The
administrator will help you prepare the code in the
correct way so it can be presented for a hearing.
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If the code is drawn up beforehand, it may have to he re-
written to he presented correctly. This obviously would
entail a lot of red tape and trouble thet could be avoided.
The general instructions set ud by t'ae Administrator of the
National Industrial Recovery Act are:
"1. Any official representative of a trade
association or industry must completely fill in an appli-
cation.
2. These applications may be secured from the
Application Division, either by writing for them or calling
in person.
3. Any assistance that maybe required in pre-
paring an application will gladly be furnished by the
'Application Division * of the National Recovery Adminis-
tration,
4. After an analysis of your application, you
will be referred to a member of the Administration staff
who will review your code, if ready, and help prepare it
for presentation to the Deputy Administrator who will be
1
assigned to conduct the public hearing."
"Application for Presentation of a Code of Fair Competi-
tion to N. I, R. A - Application Division, Page 1,
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There are three applications that niust be filled
out. They are:
1. Industry Inventory
2. Trade Association Inventory
3. Individual Factory Report
1. Industry Inventory ; This application must be
filled out by the committee of the industry elected to draw
up the code covering the whole industry, regardless of
whether or not the members belong to a trade association.
It includes:
(a) Product of the indue try :Under this
classification is included: description of the product; is
product finished or semi-finished; is product a by-product
of another; has product any by-product?
(b) Size of industry: Under the classification
must be listed the statistics from 1928-1933 on the follow-
ing factors: Number of concerns, aggregate invested capi-
tal (estimated), aggregate production (capacity), aggregate
annual sales in dollars, aggregate nirmber of eriployees, and
average weekly hours,
(c) Trade associations: If there are any
trade associations, national or loc9.1, the name must be
recorded in this section.

-48-
2. Trade Association Inventory: If the indus-
try has one or more trade associations, each association
must fill out this application. It contains:
(a) ^"^ame of association. Under this section
the details of the association must be recorded, including:
name, address, number of concerns, members in relation to
total members of industry, et cetera.
(b) Scope of activities. The sco-oe of the
association's activities with special reference to: market-
ing and distribution, personnel, financial, statistical
data, trade practices, and all other activities.
3. Individual Factory Reports : Every manufactur-
er, whether he belongs to a trade association or not, who
wants to sign the code of his industry must fill out the in-
dividual factory application. This application consists of:
(a) Name and description of plant
(b) Total employees, hours of work and weekly
esLrnings. This is divided into two sections:
(1) Factory employees
(2) Factory employees olus cost of
material and value of output from 1929 to date.
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F. The Effect of Application for Developing and Presenting
a Code Upon Cost Accounting,
It can readily be seen that these applications
must be filled out to the minutest detail. Since these
applications are the only basis that the govemment and the
National Industrial Recovery Act Administrator have to
correct or help build the code, the importance of the correct
ness of the figures in the application is vital. If they are
not correct, it will be the industry and every member in
the industry that will suffer because^as stated before,
once a code is in operation, the pledgers must follow
its provisions or be subject to a heavy fine or even termin-
ation of their business.
If any member has no cost system in his factory,
or has a system that is not complete, how can he begin to
supoly the information necessary for these applications?
An actual case will illustrate the importance of a cost
system in this case.
"A" and "B" are manufacturers of coffee, receiving
the green bean and selling the finished product in packages
to stores for retail trade. "A" has a complete cost system
while "B" has been running on a system of his own, claiming
a cost system is unnecessary for his small factory.
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Both manufacturers join a trade association and desire to
"belong to the ITatipnal Industrial Recovery Act. A survey
of the three applications v/ill shovi the advantages "A"
has over "B".
1. Industrial Inventory: Part B of the Industrial In-
ventory headed as "Size of the Industry" asks for the fol-
lov/ing information v/hich directly concerns cost acco-'anting.
(a) Aggregate production capacity: 1928-33. The as-
sociation asks each memher in the q^uestionnaire for this
figure. Since 1933 has not elapsed, "A" will find this fig-
ure "by taking his "basis unit, v/hich every cost system has,-
in this "business, it is the amoujit of coffee roasted an
hour at full operation. It must "be remen'bered that the
figure is "based on roasted coffee and not green coffee,
"because of the shrinkage in roasting. Taking the hour
unit, he can ascertain his day, week, month, and year
figure. He will compare this year v/ith the last four
years and this amount will give him his aggregate aver-
age inventory.
"B", who has no unit, will have to start a
specimen unit and work it out. This will cause a lot of
trou"ble in the normal running of the factory and may lead to
a lay-off in total production. He may use tv/o other methods,
-
estimate his capacity, or depend upon the other mer."bers of
the trade association for help. O"bviously, the first method

is superior,
2. Trade Association Inventory: Part D
of the Trade Association Inventory, headed "Finan-
cial" asks for a uniform cost method and compara-
tive financial analysis. This means that the associa-
tion must submit to the National Industrial Recovery
Act Administrator a specimen cost system that is
the best for their industry. If this system is finally
adopted, every meriher should place it in operation
in his factory. Of course, each member will submit
to the trade association the system. which in his opin-
ion is best suited for the industry. No member will
want a system that will revolutionize his factory
and cause him great expense, yet he does desire to
use 8 system that will afford him the greatest free-
dom under the code so his business will not suffer.
"A" has been using a cost system that he
can fully rely upon and v/hen he submits his ideal
system, he can support his material by facts and
figures. "B" will not be able to defend his system
as Y/ell and the Association will be able to find
defects and prove his system is not so efficient
in comparison to the others.

When a uniform system has finally "been de-
cided upon it v/ill, without doubt, "be based upon the
same principles as "A's". It may be revised somewhat
but not to such an extent that "-a." will have to fully
reorganize his system. It v/ill be to "?"'s own
advantage to place in operation this uniform cost
system; if in the future he finds som.e shortages
in the code, he v/ill be able to make the other members
more fully understand his cor.plaint if he uses the
same system as they do.
To place this sytem in his business, he
will have to reorganize his system of bookkeeping.
This may mean employing more help. He will have
more expense than "A" because his factori'' has never
been run on a recognized cost system. These reasons,
coupled with the irksome details of installing a
system, will show the advantages held by "A".
It follows that the more efficient a cost
system is, the more reliable the statements are.
Here again, "A" has the advantage over "E". The speci-
(
-53-
men statements submitted by "A" will tend to be
more closely connected with the uniform statement
later adopted by the industry than the ones submitted
by "B".
3. Report of Individual Factories: The re-
port or application th?t must be filled out by the
members of the code, vrhether or not they have submitted
material indirectly through the trade association,
deals primarily with wages, hours of work, and value
of the product.
Before any figures are to be submitted, the
apDlication asks the manufacturer to base these figures
on a typical "pre-code" week and asks for dates of
this specimen week.
The first section inouires about the total pay-
roll of the factory. This is divided into three parts:
factory, office, and contract. Although "A" may be
able to supply his firures more ranidly from his fac-
tory records, is not nut to any great disadvant?-ge
since the total salary is the most desired fis-ure
and can be obtained from the general accounting
records.
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The second section inquires about the salary
of the factory employees, excluding superintendents or
other persons whose duties are wholly supervisory.
To satisfy this requirement, manufacturer "A"
will consult his cost sheets. Since direct and indirect
expenses are divided, he will find his information under
wages in the direct cost book. This wage account will
include only those men who are directly connected with
the manufacturing of the product. This is the figure
required on the application.
Manufacturer "B" will have more difficulty
in finding his figure. Of course, the general accounting
records will give him his total payroll for the week but
will not segregate. From this total figure he must de-
duct all wages of employees not directly connected with
the manufacturing of the product. This additional opera-
tion will cause trouble for "B" . He must find the
duties and salaries of every man and classify these
duties, total the wages of each and use the figure
that includes only the workers directly connected with
the manufactured product. He may find some members of
his oayroll with mixed hours. These hours must be
separated, and each hour charged to its correct cost.
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Evern after all this lator, "B" cannot
fully rely upon this figure "because of errors that
are bound to crop up in a hasty checl^-up of this sort.
"B" may, of course, estimate this figure and thus
eliminate all the red tape involved, but estimates
should not be used on an application of this type,--
too much is at stake. He cannot depend upon the Asso-
ciation for this figure; it is his own and is not
coupled with any other factory. Obviously, the first
manufacturer has the advantage. The value of a cost
system is unestimatable in a situation of this type.
The third section requires the number of
factory employees, wages, cost of material and value
of output from 1929 to date.
From the direct cost records, "A" will find
his noimber of factory workers and wages for each year
from his v/age account. To determine the cost of
materials, he will take the total of his direct cost
items for each year. The value of the output for each
year will be found in the sales account in the general
ledger.
The only figure that "B" v/ill be able to
obtain directly from his record is the value of his
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output because the sales account is found in the general
accounting records. He may be able to determine his
number of factory employees from his own created cost
system, but this is very doubtful. The only other method
is to sift through each month's ?7age schedule and separate
the direct cost labor from all other employees. This
will have to be carried out through the five years asked
for. He may use the same wage figures given for a week
in the second section, mentioned above, and use this as
a basis for his total wage output. This figure cannot be
relied upon because of changes that are bound to come
about over a five year period. The only correct method
is the burdensome task of segregating the factory wages
from the other employee's wages for the sixty months in
Question.
To find the cost of output, "B" must find the
total of his direct cost for each year. He can do this
only by separating the costs that are not directly con-
nected with the product from tnose which are. This figure
will be found only after a parallel ajncunt of red tape
as had to be taken on preceding items. Since all
figures cannot be found together, each must have a
separate investigation.
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The only other method of arriving at the
figure is by estimation, \)ut this method is so inferior
to the first that the pains "B" must take to secure
it will be off-set by the advantages to be derived
when the code is put in effect.
The foregoing illustration proves conclusive-
ly that the manufacturer with a complete and modern
cost system is in a much better position to state his
facts and desires relative to the application of the
National Industrial i^-ecovery -t^^ct than the manufacturer
with an inadeq^uate system. This is only the first
step that is required under the code, and it will be
found, as the code is developed and carried out, that
the advantages increase proportionately,
G. Formation of the Code ;
After the applications have been filed and
accepted, the trade association must begin to formxilate
the code. This task is the most important act that the
committee must undertake. They are going to bind up
their industry for at least a year under this code. Their
livelihood and the livelihood of their fellow manufactur-
ers will depend upon this code. It is not an enviable
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position. To take such an important step, the coraralttee
should have soraebody working with them that fully under-
stands the Act and their industry. This is why the appli-
cation should be filed before the code has been drawn up
so that a member of the administration will be present
when the code is being formed. His presence will help
to eliminate any errors that may cause great financial and in-
dustrial sufferings after the code is passed and in oper-
ation.
In preparing basic codes, the following princi-
ples should be considered:
"1. Basic code provisions relating to maximum
hours may involve aD'.ropriate consideration of the vary-
ing conditions and requirements of the several industries
and the state of employment where industry is situated.
An average work week should be designed, so far as possi-
ble, to provide for such a spread of employment as will
provide work, so far as practical, for employees normally
attached to the particular industry.
"2. Minimum wage scales should be sufficient to
furnish compensation for the hours of work as limited,
sufficient in fact, to provide a decent standard of wages
in a locality where the workers reside.
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"3. Conditions of employTnent should contain
necessary safeguards for the health and safety of the
workers and for sta.bilization of their employment.
"4. The following principle emphasized in the
President's statement should be recognized and adhered to:
*I am fully aware that the wage increases
will eventually raise costs, but I ask that managements
give first consideration to the improvement of operating
figures by greatly increased sales to be expected from
the rising purchasing power of the public. That is good
economics and good business. The aim of this ivhole effort
is to restore our rich domestic market by raising its
vast consuming capacity. If we now inflate prices as
fast and as far as we increase wages, the whole project
will be set at nought. WE CANNOT hope for the full ef-
fect of this plan unless, in these first critical months,
and even at the expense of full initial profits, we
defer price increases as long as possible.'"
Bulletin #11, June 19, 1933. Hueh S. Johnson,
National Recovery Administration, "Procedure to ce fol-
lowed in formulating and submitting the code for
approval," (President Roosevelt »s Speech)
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In drafting codes, attention should be es-
pecially directed to the consumers' buying power. It
must be protected, '^'here will be full protection given
to consumers and the codes should recognize this.
Before drafting the code, the committee should
give study to a number of prevailing factors that niust
be consiJered in drawing up the code. Some of these
factors are:
A. Small industries
E. Hours
C. Price fixing
D. Future delivery
E. Uniform costs
F. Profit taking.
Or, Irregular practices
A. Small industries: Since the
primary object of the Act is to increase employment end raise
standards of living, the small enterprise must be con-
sidered in the code. The government does not object
to large companies hut does object to the creation of
large combinations which succeed in sq.ueezing out the

f
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little fellov/. The e.ot has set aside the Anti-
Trust law, it is true, but for one reason,— that the
National Industrial J^ecovery Administration
-^^-ct shall
supplement it and regulate any praotioes which do not
meet the requirements of the codes. Rules and regula-
tions prescribed under the Act will still be subject
to the Anti-Trust law. Section three provides that
the President may approve of a fair code of competitifln
if he finds that such a code is not designed to pro-
mote a monopoly, eliminate or oppress snail enter-
prises, or will operate to discrimina,te against them.
B. Hours: Of course, the maximum num-
ber of hours of labor per day under the voluntary
code are to be determined by each individual trade
.
While a 48 hour week may be the standard in one in-
dustry, another may have a standard of 30, 25, or
40. V/hen it is remembered that the code must cover
all industries, lai-ge and small, and when it is
further remembered that most of the larger companies
have in most cases already standardized, the prac-
tical effect of the act from this point of view is
to force these smaller companies working their men
long hours to decrease these hours and at the same
time to increase their scale of wages. Industries so far
are seeking an hour week which is some multiple of eight.
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C. Price Fixing-: The Act as it was
first dram up included a provision that price fixing
was a direct violation. After the Act had passed through
"both Houses, this provision wes stricken out, but no
code will he approved unless some stimulation shout nrice
fixing is inserted. The stipulation set up ty Oeneral
Hugh S. Johnson, National Recovery Ad^r.inistrstor, is
that no price can be fixed celow the cost of oroduction.
This cost is based on an individual unit end not on the aver
age cost for the industry. One "ourpose of the Act is to
raise the price level of co'T'-cdities , cut not to let
prices rise r-ore rapidly than pay levels.
One way to check on this lest TDOint is to have
open price lists," in rhich manufacturers Trill be re-
quired to record the extent of their sales and the prices
received. It is contemplated that price stabilization
will be brought about to a laTge extent z,j such factors
as uniforrn cost accounting, the abandon!?ient of unfair
coaTDetitive practices, increased wages, shorter ho\ir8,
et cetera, which go to r-ake up the cost of comiodi'rie
s
produced.
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D. Future deliveries: Because of the
uncertainty of the Act upon production costs, most
industries are refusing to guote prices, except for
very limited quantities and for short time periods.
This situation exists for one reason, — the anticipa-
tion of the rise of commodity prices. It is to the
manufacturers' advantage not to comrrdt themselves
until the present situation has "been supplanted "by
more stahilized conditions. The committee drawing
up the code should q^ualify the contracts r^or future
deliveries. If not, they should recommend that con-
tracts for all future deliveries "be eliminated as
soon as possi"ble.
E. Uniform costs: "Cost accounting has
been taken too lightly "by industry^ it has "been too
well satisfied with casual boolckeeping; it has been
considered too much as a necessary evil. Cost account-
ing and analysis of cost have been neglected probably
because they were considered something to be attended
to after the pressure from other problems had been re-
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lieved. There must "be a wicLe departiire from ordin-
ary "bookkeeping routine where two or more sizes,
kinds, styles or qualities of articles or products
are manufactured in a plant, or where there is a
diversity of equipment, departments, and processes in-
volved in the manufacture."
It is rarely found in an industry of twenty
or more companies thft any two will compute their cost in
all elements in the same uniform method. This disadvan-
tage in the past has caused much confusion and has
defeated the attempt to make a satisfactory comparison
of cost. This will continue to "be a stumbling block
until the situation is remedied,
A uniform cost system, although it will
not make for ujiiform results "because of "building eq.uip-
ment
,
taxes, personnel, et cetera, will show why and
where such variations exist and provide a means of
determining future policies.
F. Profit taking: The National Indus-
trial Recovery Act is not primarily created to eliminate
"Accountants & Auditors" - Ernst & Ernst , Page 3
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profits. As long as the industry is T3asecL on fair
competition, v'hether regulated or not, profits must
"be recognized. This must be in order to create indi-
vidual initiative and also as a source of income for
the government as veil as a "basis for credit. The
Act v.'ill eliminate the accumulation of profits if
received from unfair competitive practices.
Gr. Irregular practices: Concerns that
have "been running with irregularities, whether large
or small, are compelled under the Act to operate upon
efficient "bases. If not, they will "be forced out of
"business. This v/ill eliminate "sweat shops" and the
like,
H . The importance of a Cost System to Formation of a
Code
;
It must "be realized that a code, in order to
"be formed correctly, must contain all the material that
will help the mem'bers as well as that y/hich will con-
form to the governmental reguirements . It can be safely
assumed if the code does not meet the req.uirements of
the government, it will not be approved. This does
not apply to the other data; the Administration will
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do all in its power to make the code ir.ost effective
for the industry, but depends more upon the committee
for this information. To assemble this material, the
committee will send out q^uestionnaires . These question-
naires must be considered fully by the receivers if they
want the code to be the most helpful and most effective
that can be drawn up.
There are four sections to these question-
naires that will be greatly hampered if the members
do not have a modern cost system. They are:
A. The question on hours
B. The section on price fixing
C. Costs
D. Relation of profits to production
A. The question on hours: It
is the aim of the committee drawing up the code to es-
tablish a standard hour week or day that is agreeable
to all members, if possible. It devolves upon the mem-
bers to submit, thru the questionnaire, the number of
hours they would like the industry to have. This must al-
so be combined with standard hourly or weekly wages.
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The manufacturer is only concerned with the
hours of his factory employees hecaase all other em-
ployees will come under the "blanket code of their re-
spective positions. This "blanket code includes office
help, salesmen, et cetera. If the manufacturer has a
cost system, he may obtain the average hour week and
average weekly wage for the last few years from the
wage account in his direct cost x^ecords. From these
figures he may a.rrive at a standard hour and wage week
and submit it to the committee. He can depend upon
these figures as "being the "best for him "because it is
"based upon actual opers.tion. If, however, the manu-
facturer has no real cost system, he must estimate
the figure or find it "by "juggling" the books. He can-
not rely on either figure because each, in reality,
is only theoretical and may not stand the test in
real operation. He must depend upon the figures su"b-
mitted "by fellow manufacturers.
This may work out in the final analysis, "but
in a situation as important as this, no manufacturer
will like to su"bmit to the hours formulated "by some-
"body else and fitted for his individual "business.
It is difficult enough to suffer a loss "because of
your own practices, "but to suffer one "because of the
acts of someone else may result in withdrawal of the
the -^^ational Industrial Recovery i^rit or even "business.
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Of course, the mem'ber may appeal for a modification,
but the red tape involved and the time that must "be
taken to revise the code, may "be enough to force him out.
B. The section on price fixing: The
Administrator will not usually approve of a code that
has a stabilized price, but v/ill allow a fluctuation,
the scale of prices depending upon each individual
code and circumstances surrounding the specific indus-
try. The members should be vitally interested in this
scale for they must stay within the range of prices sub-
mitted when the code is accepted. The National Indus-
trial Recovery Act suggests that each member should
not fix his price or scale of prices until he has
found his average cost of products from the years
1929 to 1932.
A figure of this sort cannot be truthfully
arrived at without a cost system. The direct cost
records will give the cost of output each year. This
figure will be the total of the direct cost. From
these four totals, the manufacturer can find his aver-
age cost of production. From the indirect cost records.
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he will be able to find his overhead and miscellan-
eous expenses for the four years, and then compute his
average. The total of these two figures v/ill give
him his average total cost. From this basis, he can
fix his price or scale of prices without the danger
of their being under cost.
Of course, he should include all selling
and administrative expenses before estimating the
prices, but these are incidental and do not have to
be as carefully considered as do the costs. If every
member has a cost system, the average of all figures
submitted will be q^uite accurate and the industry
should be able to operate under the code, if all other
things are considered egual, as successfully as before.
If some members do not have a cost system,
their figures at best will be only partially accurate.
They will tend to distort the average formulated by
the committee. It follows that shortages will soon
arise, once the code is in effect. It ir. obvious
that this section will contain by far the more truth-
ful and effective price scale, if all members have a
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cost system.
C. Costs: This question, although
seemingly closely connected with the preceding ques-
tion, is one of major imDortance, and therefore is con-
sidered separately. It is the will of all com^iitte'^B,
as well as the Administrator's, that every member
should be placed, on equal footing. If this were not
so, the purposes of the Act would be defeated. To
have each and every concern starting at "scratch"
certain practices should be employed.
One of these practices is a uniform cost
system. This uniform cost system should be instituted
for two reasons: First, to act as a basis for check-
ing practices where the code is in operation. Second,
as a basis for modification if shortages are found
when the code is in practice. It may also be used
in checking prices. This uniform cost system should
be adopted by the committee, and as all other informa-
tion is gathered, the members are asked to submit an
ideal system or suggestion in connection with forming
such a system.
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A manuf ; ctiirer who has his factory running
on an effective cost "basis can sahmit his suggestions
or system with the knov/ledge that it is practical and
workable J while another manufacturer who has no
system must suhmit one that is only theoretical. It
can safely he concluded that the system of the first
man will he given more consideration.
After the committee decides on a uniform
cost and submits it to the members,, the first manu-
facturer who has a cost system still has the advan-
tage. The system may not "be the same as his system,
hut will he on the same xJ^i^cipl^s. This is true he-
cause systems within an industry, if based on sound
accounting, will not change to any great extent. The syst
being based on the same principles, he will he able
to reorganize his present system without giny great
expense. His accounting department will be able to
adapt themselves to the new system in a short time be-
cause of their experience with the old system.
The other manufacturer will have to re-
organize his factory to meet this system. This will
not only create great confusion but will inciu*
great expense. He will have to hire a new accounting
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force to ran the system either on a permanent tasis
or for a limited period until existing members are
fully acq^uainted with the new procedure.
D. Relation of profits to production:
The code does not have to limit "by law the profits of
any member, "but as a general rule, a stipulation will
he inserted stating approximately the average profit
of the memhers. This insert is to impress upon the
Administration that the comiriittee is sincere and v/ill
keep close supervision on the members. If any member
should show a gain that is in excess of the average
profit, the committee v/ill req.Liire such members to
make a report explaining in detail the causes of such
a gain. It devolves on the members to supply the
committee with the average profits for the years 1929
to 1932.
y/ith this average gain, they must also sub-
mit the average production costs. Of course, the
profits may be obtained by consulting the general
accounting records but these records will not re-
veal the cost of production, '-^'hey must be obtained
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from the dirt-ct cost records. If the manufacturer has
a cost system, he may obtain these figures "by tabling
his -OUT totals of direct costs and finding his aver-
age, i^he manufacturer who has no system will not "be
ahle to supply this figure as well. When he does,
this figure at "best will be only an estimate. It fol-
lows that the average profit will be untrue in compari-
son to production and may cause serious results when
running under the code
.
I . The Code Itself:
The codes are divided into two great classes,
-
the Blanket Code and the Individual Code.
The Blanket Code is one that sets up the
standard week and wage for classes of workers such as
white collar classes. The Blanket Code is usually off-
set by a Permanent Industry Code, but those usually
subject to a Blanket Code have their statement of hours
and wages adopted verbatim into the individual code.
For example, the individual code will set up the
number of hours and wage rates for factory laborers
to suit the industry; but for the office help,
salesmen, et cetera, the code will use the standa-d
set up by the Blanket Code. Since this type of
code is under the President's Re-employment Agree-
ment and not the National Industrial Recovery Act,
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in which this thesis is primarily interested, we
shall leave it with this "brief summary.
The Individual Code is that code which is
set up by individual industries or memhers of indus-
tries to take care of the interests of these particu-
lar industries. This code may only "be one of many
in a great industry, or may cover the whole business.
Before an Individual Code is drawn up, the
Committee must remember that the code will not be
adopted unless it contains the following conditions:
A. The employees may form an associa-
tion and settle all difficulties through the members
of this association.
B» In forming this association, the
employer will not interfere in any way.
C. Employees v;ill not be required to
join anj'- union or will not be stopped from joining
any association.
D. The employer will follow the
standards set up by his code or stipulated by the
President
.
There are many factors that must be included
in the code, ^he suggested oatline for codes is-
sued by the legal staff of the National Industrial
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Recovery Act is as follows:
"1. Purpose
3. Definition
3. Hours
4. Wages
5. General labor provisions
6. Administration
7. Trade practices
8. Monopolies
9. Price increases
10, Effective dates
11. Any miscellaneous material that is preve-
lant to any particular industry."
1. Purpose: As the nam.e implies, the
purpose of the code is to set the industry up in effective
form to agree with the President's Recovery Program.
2. Definition: Under this section, the
members of the committee of any code must define any
technical words that they shall use. Usually, these
terms are words associated and limited to the particular
Suggested Outline for Codes (Drafted by Legal Staff
of^National Industrial Recovery Act, October 1, 1933.)
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industry they represent and are defined for those who
must pass on the code and are not acquainted with such
terms
.
3. Hours: The standard number of hours
a week for each class of employees must be stated under
this heading. For example, under the Code of Fair Com-
petition for the Soap and Glycerine Manufacturing Indus-
try, the hours are divided into five classes:
A. No employee shall work or he
permitted to work in excess of an average of forty hours
per week in any six month's period, except as follows:
(1) Technical or professional
employees such as chemists, lawyers, doctors, nurses, et
cetera engaged in their technical or professional capacity
hut not including skilled operating personnel; employees
in a managerial, supervisory, or executive capacity
who receive $35, or more per week; supervisors or highly
skilled workers in continuous processes where restric-
tion of hours would unavoidably reduce production, and
who receive $35. or more per week; employees on emergency
maintenance and repair work; watchmen; and outside sales-
men.
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( 2) Immediate aseietants to
employers in a managerial, supervisory or executive caDa-
city, which assistants receive less than $35 per week, and
supervisors or highly skilled workers in continuous pro-
cesses where restriction of hours would unavoidably reduce
production and who receive less than ^35 per week, who
shall not work or be permitted to work in excess of forty-
eight hours per week.
(3) Accounting, clerical,
office, store, shipping, service, or inside sales em-
ployees, who shall not work or be permitted to work in
excess of an average of forty hours per week in any six
month's period or in excess of forty-eight hours in any
calendar week.
(4) Employees on automotive
or horse-drawn passenger, express, delivery, or freight
service, who shall not work or be Dermitted to work in
excess of an average of forty-four hours per week in any
six r^.onth's period, or in excess of forty-eight hours in
any calendar week.
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(5) Engineers, firemen, water
tenders and oilers, who shall not work or be permitted
to work in excess of forty-eight hours a week."
^
4. Wages: Under this section, the minimum
wage scale must be set up for all classes, regardless
of whether the employee is paid by time, piece, or
other basis. A good illustration of this section is
found under the Code of Fair Competition for the Silk
Industry,
"1. The minimum wage that shall be
paid by employers to any of their emDloyees, except
learners, shall be at the rate of $12 per week when ea-
ployed in the Southern section, and at the rate of 513
per week when employed in the Northern section, for
forty hours of labor,
"2. A learner is hereby defined as one
who has served an aporenticeship of less thpji six
weeks in the industry, and the rate of pay for such
employees shall not be less than 80 per cent of the
1
Code of Fair Competition for the Soap & Glycerine
Manxifacturing Industry. Page 318,
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minimum rate. For the nurpose of wage claseifica-
tion, learners in any plant shall not exceed 5 per
cent of the total nuraher of employees in that plant,
"3. The amounts as of July 1, 1933
by which wages in the higher-paid classes, up to .*30 per
week, exceed wages in the lowest paid classes, shall be
maintained. But no employer, upon obtaining the
Administrator, need increase wages in the high-paid
classes beyond those maintained by other employers
who have increased their wages in accordance with
the above provision for the same class or kind of
labor in the same wage district,
"4, Employees who are physically in-
capacitated may, of their own volition, waive their
right to minimum wages, but no employer shall employ
such workers at less than standard piece rates or
at less than the rate of $8, per week for time work;
no employer employing one hundred or less employees
may include within the category of physically in-
capacitated employees more than one (1) such employee:

-80-
and no employer employing more than one hundred (100)
employes shall include within such category more than
one (1) per cent of his employees
5. General lahor provision: There are many
v;ho claim that the National Industrial f^ecovsry Act
has not been a success, and again, just as large a
num-oer who claim it has started business back toward
recovery. Regardless of v/hich side one takes, he
must admit that the Act has eliminated child labor.
Every code that has been approved agrees to eliminate
all employees under sixteen years of age. The ad-
vantages of this act will not be felt so much at
present. In fact, there are many families that have
suffered, but in the future, the benefits derived
from this req^uirement will be fully realized and appre-
ciated. This article has b en inserted in the code
for the primary purpose of meeting this specification.
The committee may go further and discuss other labor
problems if it wishes, but most codes contain only
the requirement of eliminating Child Labor.
1
"Code of Fair Competition for the Silk & Textile In-
dustry". Page 3.
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6. Administration: This section of the
code is set aside for the rules and by-laws of the
administration of the code. It names the me ^oers of the
committee, how they are elected, and the powers and
duties of that body.
7. Trade practices : It is the duty of
the committee of any code to set up the practices of
the industry. They must decide what practices consti-
tute unfair methods of competition. These methods must
be discussed in great detail so that the members will
not inadvertently practice them and leave themselves
liable for penalties. In general, these unfair methods
consist of:
A. False branding
B. Misrepresent?^t ion or false ad-
vertising
C. Interference with contractual
relations
D. Unauthorized rebates
E. Bribery
F. Threats
G. Prizes or premium giving
H. All other practices that are ap-
plicatle to the particular in-
dustry.
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8. Modification: Ag the purpose of the
National Industrial Recovery Act is to help business, it
must do all in its power to carry out this project.
Although the code is formed by leading members of
specific industries and should heir, business, the Admin-
istrator has set up this section in order to take care
of any shortages th?t may arise after the code is in
operation. Of course, this modification may come
about through changes made in the code by the govern-
ment in cases where it thinks the code can be made
more effective.
If any modification is to be made, the com-
mittee must fill out BXi application and file it with
the administrator. After due time, hearins-s are held
and if the President approves, modification becomes
effective.
9. Monopolies: The code must contain a
provision prohibiting monopolies or monopolistic
practices. It must also prohibit practices that will
tend to hinder or eliminate small units.
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10. Price increases: The committee
mu9t remember that the primary object of the National
Industrial Recovery Act is to increase the Durchf?sing
power of the people. Therefore, the committee should
impress upon the members that price increases should
be delayed, and, when made, should be limited to gctual
increases in the members' costs,
11. Effective date: Every code must
have an insert as to the day it shall become effec-
tive. Usually the code goes into operation fifteen
to thirty days after it has been approved by the Presi-
dent, The reason it does not become effective im-
mediately is that a reasonable length of time is neces-
sary to permit the members to satisfactorily prepare
their businesses for operation under the code,
J. Effect of Code UiDon Cost Accounting:
The establishment of codes in industry will
have a direct effect on the accounting records of
every member. If the code is to be successful, the
committee must have close supervision over the indus-
try. To do this, they must require certain things,
-
reports as to the progress of the business, suggestions
as to modifications, et cetera. They must also check
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upon hours, wages, cost of production, et cetera.
In order to provide the committee with
this material, the factory should install a cost
system. Since one manufacturer's figures will "be "br-sed
against another manufacturer's for the sake of com-
parison, uniform cost systems should he installed in
all factories. Most codes do call for a uniform cost
system. It would he to the manufacturer's advantage
to install this uniform system, especially in order
to meet the following requirements of the code:
A. Hours
B. Vi/ages
C. -^rice Increases
D. Trade Practices
E. Output
F. Violations
A. Eours: If the manufactur-
er wants to keep a check on his factory v/orker, he
must have a cost system. If not, a situB,tion similar
to the following might easily arise:
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"The code presents no special difficulties
to us, "but in oar discussion, what do you think
turned up? We found in a little plant of ours, in
a far-away corner of the country, a man who was work-
ing seventy-two hours a week. To "be s\ire, his duties
were not onerous, but just the same, I vras humiliated
to think that even one man on our payroll should be
working any such hours as that," ^
This man did not have an effective cost
system. If the code had not been effected, he probably
would never have discovered this incident. Ignorance
will not save a manufacturer under the code, however.
If a condition like this exists, he v/ould be fined
heavily and would probably lose his Blue Eagle and
suffer adverse reaction to his business because of
the publicity received. In order to insure himself,
as v/ell as the committee that he is not violating
the code in relation to hours, he should install a
uniform cost system.
"A Very Thrilling Time" - Bruce Barton, -Soston
Sunday Globe, November 12, 1933.
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B. Wages: Under the code,
the manufacturer must give a minimum wage to all his help.
A uniform cost system will inform him how much each
man in his employ is receiving. From his direct cost
wage account, he will be able to ascertain the wages
of all men directly connected with the manufacture of
his product. From his indirect cost wage account, he
will he able to check on the salary of all miscellaneous
help in the factory. Of course, all other employees*
salaries will be found in the general accounting records
as before, but this figure will not be a total of all
employed as it was when no system was in effect. It
may have to be broken down to find the individual wages
of these other employees but will not entail such labor
as it would if all wages were entered in one account.
This classification of wages will allo^ violations
to be quickly detected and eliminated. This system will
also make more available the figures necessary for
reDorts on wages that must be made to the committee
or administrator in charge of this code.
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C. Price increasing;: As
is stated in the code, the prices should not be in-
creased unless the costs rea_uire it. If the m?,nu-
facturer has no uniform cost system, he cannot effec-
tively ascertain if his costs are increasing. The only
way he can detect them is by his decrease in profit.
If he is manufacturing more than one product, he may
discover, upon investigation, why the profit is de-
creasing. It might be that he has been manufacturing
a particular product at a loss for a nunb er of years
and it only cropped up because of his price decrease in
other products under the code.
After he finds that his costs are increasing,
he will have to a-opeal to the committee. Since he has
no uniform system, he must appeal for this increase
without any substantial evidence exceDt his decrease
in profit and the figures discovered upon investigation.
He has no past cost record with which to compare his
present cost.
On the other hand, a man with a uniform cost
system receives a report on his costs every month.
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He v/ill be able to detract at once an increase in
production and can prepare to meet it. 'flhen tr-is
manufacturer appeals to the committee for an increase
in price, he has all his past nnd present records on
which to "base his demand. A glance at these records
will prove his argument.
Trade Practices: In a speci-
fic factory, some practices may "be perfectly justi-
fied, hut to other organizations in the industry they
may seem to he unfair methods of fair competition.
Usually these discx^epancies occur in the manufacturing
of the article. To justify these methods, the manu-
facturer must prove conclasively to the committee
the legality of such acts. If the factoiy is run on
a uniform cost system, the cost records will prove to
the committee the justification of such practices.
For example, a paint manufacturer may find
it necessary to plhce his product in a particular
type of container of expensive make in order to pre-
serve the paint. He may repurchase these containers
from his customer and use them over again.
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From the other raanufacturere ' viewpoint, he
may be violating the clause of Secret Rebptes. If
they should press their chare-e, he will be called
before the com'iiit tee . If he has his cost records, he
can meet all objections. If they susrgest, after hear-
ing his erolanation that he use the deposit method, he
can prove by his cost sheet that he cannot demand a
deposit that will cover the cost, and he must stand
the loss on those not returned. If they make the sug-
gestion that he discontinue the practice of buying
them back, he may prove by his direct cost sheet that
if he didn't follow this practice, the expense would make
him raise his price. This would not only violate the
code price but would cause a decline in the sales of
his Droduct,
If, on the other hand, this same manufacturer
has no adequate system, he could not meet these objec-
tions to effectively. He may have some records but he
could not prove so adeauately, by comparing past fig-ures,
that the iDresent practice cojild not be chanved. If
the com^iittee decided adversely, he would have to
change his practice snd take his loss, or be ocen to
penalty for violating the code.
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E. Output; It is often found that
when a factory changes its output either hy increas-
ing or decreasing, costs change. If, under the code
a manufacturer has to decrease his output and his
cost increase, he must increase his price according-
ly. Under the code he cannot increase his selling
price unless he can prove to the committee that he
has just cause for doing so,
A uniform cost system has a two-fold pur-
pose here: (a) First, a mantLfacturer could not detect
such an increase in so short a period, if he had no
cost system. He may detect this cost incx-ease , hut
only after finding that his profit had decreased.
This may take a six month's period while v/ith a system
he could detect it after a weeks operation. (h) Second
ly, in appealing to the committee for an increase in
price, he will he in a "better position to prove his
point. He can compare the cost record of anti-code
weeks to those of code v^eeks and show the increase.
This could not he accomplished v;ithout the aid of an
adequate cost system.
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If he had the same situation in increasing
his output, the advantages of a uniform cost system
would remain the same because he would have to use thi
method in remedying the change.
F. Violations
:
Although under the model code, there
is no section that takes care of violations, except
under trade practices which only names the prohibitory
act, under the operation of the code the manufacturer
is subject to penalties if he is found pre.cticing
any of these acts. At a Convention in ITew York, the
business sins were found to be three hundred in number
In general, the violations consist of: "Improper
records, selling below cost, cutting prices, price
discrimination, splitting commissions, secret rebates,
allowances, excessive discounts, false invoicing,
guarantee against price decline, revision of bids,
making transportation allov/ances in excess to cost,
returning goods, guarantees of performance as to re-
pairs, specifications untrue, samples of commercial
size, inferior goods to meet price, turn-in values
greater than scrap, maintaining false costs records,
et cetera." ''"
1
Boston Transcript, November 16, 1933
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Since the code is to bring "business together
and create a feeling of sharing and help, the penal-
ties for violation have not yet "been put into practice.
Some firms have lost their Blue i^agle , it is true,
hut as yet no firm has heen fined, although mary have
been threatened. The President has one of tv/o courses
he may follow Avhen he finds that a firm or industry
is carrying out policies contrary to the code. First,
he may license the industry, the procedure of which
has been outlined in the beginning of this chapter.
Second, he may place the business under arrest. If
he does this, the factory or enterprise must cease
doing business until it is decided that the charges
are or are not true. If, after a hearing, the President
decides the charges are true, the business must be dis-
posed of. The findings of the President are considered
final. If a business is found carrying on after such
action, the ovmers are subject to a fine of not more
than five hujidred dollars or imprisonment of not
more than six months, or both. Each day the violation
continues is considered as a separate offence.
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Upon inspecting the violations, it vfill
"be found that laany of these practices cannot "be
checked unless the manufacturer has a uniform cost
system. It is not my intention to discuss all those
effecting cost a';co\inting , hut rather to discuss
a few of the r.ore imoortant ones. This will tend to
shovf hov/ indispensihle cost accounting is to a firm.
Some of the more important measures are:
A. Improper records
B. Selling below cost
C. Inferior raw materials
D. lilaJcing transportation allov/ances in
excess of cost
E. I'laintaining false cost records.
A. Improper records: A
manufacturer may, if he is not operating under
a uniform cost system or a recogr.ized cost system,
keep improper records. This practice may be accomplished
by:
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1. Falsely stating the salaries of employees
either under direct or indirect cost.
2. Placing a higher or lov/er figure upon the
cost of raw material.
3. Placing a fictitious amount upon purchas-
ing and upon maintenance of machinery.
These acts cannot "be practiced if the
manufacturer is operating upon a uniform cost system;
since the whole industry has approximately the same
costs, discrepancies must "be fully atoned for or
must cease.
B. Selling under cost: If
a manufacturer has no cost system, he may claim his
costs are so variable that his selling price v/ill fluc-
tuate. This statement cannot he denied if such informa-
tion is not clearly found in his accounting records.
Under a uniform cost system, his costs are suh-divided
and each clement can he fully checked. If one particu-
lar element of cost is lower than the corresponding
elements of other memhers of the industry, the differ-
ence must "be changed. It is ohvious that selling
under cost cannot he practiced to any great extent

operating upon this system.
C. Inferior goods: It has
been the practice of some manufacturers to contract
to produce a certain quality of material and then use
an inferior quality in an effort to realize larger
profits. Since the code administrators or committee
check the profits of a concern as well as the costs,
he cannot show this profit on his accounting records.
The only place he may hide this practice is by show-
ing the cost of raw material pt the price it ^^ould be
if he bought the superior tyDe of merchandise. A
uniform cost system requires that the invoices of all
raw material purchased be kept on file. An inspection
of these invoices would quickly show up this practice.
Of course, the manufacturer may get false invoices from
his creditors. This is highly improbable because they
are so closely supervised by their respective code
administrator.
D. TrensDortation allow-
ances in excess of cost: This act is usually carried
out by giving to the customer, secret rebates. A
uniform cost system makes it imnossible for a manufac-
turer to falsely increase any cost. A check-up in
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his costs and a follow-through of his expenses in
selling the prod-act will show the net profit of his
"business. If the profit does not tgree, he will "be
called upon to explain the difference. It is much more
difficult to "pad" his operating expense than his costs.
Since he cannot, under the uniform cost system, tam-
per with the cost, he will usually discontinue these
rebates
•
E. False cost records: The
maintaining of false cost records has "been a practice
for years, mainly for the purpose of evading taxes.
Today, this practice would have one more advantage, --
to sell products either ahove or "below code prices
to stimulate "business, A uniform cost system would
eliminate this practice. The reason is o"bvious,- uni-
form cost records place all industries of a particular
field on a standardized "basis, differences in costs
being allov/ed only when fully accounted for and
justified.

CHAPTER III
CONCLUSION
***
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A
. Effect of the National Indus trial Recovery Act
Upon Cost Accounting; at the Present Time;
The Introduction of the National Industrial
Recovery Act to industry thru the medium of codes has
greatly advanced the importance of cost accounting.
Under the code, the manufacturer must submit certain
reports to the committee relative to hours, wages,
production, inventories, et cetera. A tyoical ex-
ample of the kind of reiDorts required is found under
the Code of the Textile Cotton Industry.
"A. Reports every foar weeks cy
each member of the industry showing actual hours worked
and minimum wages paid.
B. Reports every four weeks on the
amount of machinery in actual operation.
C. Weekly reports of production,
stocks on hand and unfilled orders.
D. Adjustment of contracts within
the industry where the cost of executing such contracts
is increased by the application of the Industrial
Recovery Act."
"Code of Fair Competition, Textile Cotton Industry."
I
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Upon inspection of these reports it csn be
seen that it would be much more feasible for a
cotton factory to operate with a greater degree of
efficiency and profit by using a recognized
cost system. This situation is applicable to every
industry,
«
Another reason for the installation of the sys-
tem by the members of the National Industrial Recovery
Act is the ability to keep close supervision on
their businesses. Before the introduction of the
National Industrial Recovery Act, individual businesses
were not so carefully checked. They could produce
and sell as they pleased, could increase and decrease
prices as they saw fit. This could be done without
complete cost records by estimating new selling
prices at a high enough figure to be safely out of
danger as to selling under cost. This, as has been
explained, cannot be practiced under the code. One
must follow the procedure as outlined in "D" of
the Cotton Code, -i.e.,- "Adjustment of contracts within
the industry where the cost of executing such con-
tracts is increased by the apolication of the Indus-
trial Recovery Act."
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An industry, especially one th-t is in-
fested with small factories, having a small per-
centage of cost systems in its factories before
the adootion of the code, has today a system
in each of its factories.
^ • Effects of the National Indus -^rial Recovery Act
Upon Cost Accounting in the Future.
A. Individual Factory ; After OTDerating
for a reasonable period under the cost system, the
manufacturer will find many more advantag-es than that
of meeting the requirements of the National Industrial
Recovery Act. The system will reveal the inefficiencies
of old machinery; the most advantageous times to buy
raw materials; when, if a seasonal product, to borrow
money to increase production for busy periods et cetera.
These advantages to the individual factory will tend
to have the cost systems carried on in the future
as regular operation in the general accounting pro-
cedure after the National Industrial Recovery Act
has expired.
B. Combined Interests; The advantages
of the ^^ational Industrial Recovers Act have just begun
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to be realized gnd will increase 9S time g-oee on.
Industry is run on a more standardized 8c«le, the
members are working with one another rather than against
each other. Unfair methods of competition
have been eliminated, such as cutting Drices, breaking
contracts, low w--ges and long hours. All these
changes have tended to place all on an epual footing
to that everyone can make a living. These results could
not have been obtained without a uniform or recognized
cost system. Of course, it would be erroneous to say
that cost accounting itself has accomplished these
results, but it ha,s played a major part in maintaining
them.
Manufacturers who have been operating under the
National Industrial Recovery Act have recognized
these advantages and will strive to keep them after
the act has lapsed. It is obvious that in order to
keep them, the same underlying principles muPt be
adhered to. Theoretically, this is a very good
plan but in practice may not work out so well.
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It is comparatively easy for a manufacturer
to live up to certain restrictions v/hen he knows
if he does not he will "be punished; "but when he knows
he will not "be punished, the task may not "be so simple.
The only way industries may hope to carry on in the
same manner after the Act has "been discontinued is "by
forming trade associations,
"Manj'" industries have decided that upon the
conclusion of the National Industrial Recovery Act
they shall form trade associations in order to retain
the advantages they have received under the codes."
These associations must he given as much power
and supervision as they have under the National Indus-
trial Recovery Act. Of course, the association will
not have the government to carry out its provisions,
"but the violators can he punished "by adverse publicity,
boycotting, or some other practice that will prove just
1
Boston Record (International News Service) Novemher
20, 1933.

-103-
as effective. To carry out its duties, the association
must reciuire the same type of practices as those car-
ried on under the National Industrial F^ecovery Act, in-
cluding the use of reports, et cetera. To meet these
requirements , the members will have to continue their
use of adequate cost records.
Cost accounting, at the present time, has
increased in importance "because of the fact that the
National Industrial Recover^^ Act has compelled the
memhers to keep some type of cost system. This has
started a nev; era of cost accounting. In the past,
manufacttirers hesitated to place it in their plants,
not realizing its advantages. How, having seen the
results, they have recognized it as one of the great
assets of an industrial organization.
It is the author's belief that ultimately
the cost department of a manufacturing institution
will not only be considered as an aid, but a neces-
sary adjunct, just as important as an^'' other funda-
mental features of industrial procedure.
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Appendix
APPENDIX Numter
Cotton Textile Industry - Code of
Fair Competition I
Retail Lumber, lumber Products, Building
Materials and Building Specialties
Industry - Code of Fair Competition II
Silk Textile Industry - Code of Fair
Competition Ill
Soap and Glycerine Eanufacturing Indus-
try - Code of Fair Competition IV
Wool Textile Industry - Proposed Code
of Fair Competition V
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NATIONAL RECOVERY ADMINISTRATION
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COTTON TEXTILE INDUSTRY
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BY
PRESIDENT ROOSEVELT
WE DO OUR PART
1. Executive Order Approving Code
2. Administrator's Letter of Transmittal to the President
3. Text of Code
4. Executive Orders Applying Provisions to other Industries
5. Amendment Creating Cotton Textile National Industrial
Relations Board
UNITED STATES
GOVERNMENT PRINTING OFFICE
WASHINGTON : 1933
For sale by the Superintendent of Documents, Washington, D.C.
4with unofficial assistance of the present Administrator's aides. It
was submitted the day the President signed the Act. After due legal
published notice the hearing opened on June 27th and concluded
July 1st.
The hearing was presided over by the Administrator and conducted
by Deputy Administrator William H. Allen with the aid of members
of the stair of the National Recovery Administration in the presence
of the Industrial Advisory Board, appointed by the Secretary of
Commerce, the Labor Advisory Board, appointed by the Secretary
of Labor, and the Consumers' Advisory Board, appointed b}'^ the
Administrator. Representatives of the Department of Justice and
the Federal Trade Commission were also in attendance. The hear-
ing was attended by considerable numbers (about 500) of the pubHc
and a fuU press complement.
The code was presented by duly qualified representatives of the
industry after due qualifications of its proponents complying with all
statutory requirements as representing 75% of the capacity of the
industry. In accordance with announced procedure, every person
who had filed an appearance, whether as a worker, employer, or con-
sumer, was freely heard in pubhc, including a representative of a
Communist organization. (List of witnesses. Appendix L)
All statutory and regulatory requirements were complied with.
III. Summary of and Conclusions on the Evidence
1. Hours oj Labor. (Proposed Reduction of Weekly Hours to 40.)
President McMahon, of the United Textile Workers of America,
affiliated with the American Federation of Labor (who had partici-
pated in the formulation of the code and had concurred in it before
submission) submitted at the hearing amendments to his original
statement and to the code and urged that the hours of work be limited
to 35 instead of the proposed 40, in order to bring about a reabsorption
of the unemployed of the industry (II-H-3 ff.; 1-7-11; J-1 ff). Presi-
dent Green of the American Federation of Labor went further and
asked for a 30-hour week on the ground that "the work available at
the May level in industry generally would provide only 25.6 hours
per week for all who needed work", and that it was, therefore, best
to arrange a single standard, presumably regardless of differences
between industries as to rates of activitv and employment (Statement
p. 6; Record III-S-9, III-S-11). Both testified to the prevalence in
the past year of as high as a 53-to-54 hour week for the industry and
suggested as an objective the bringing up of the employment to the
level which prevailed in the period from 1923 to 1929 when approxi-
mately 450,000 persons were engaged in the industry as compared
with the May 1933 rate given by Mr. Green as around 350,000 on 48
hours a week (Record III-I-7 ; statement of Mr. Green, page 6 ; Record
III-I-5).
Tlie isolated figures cited by Mr. McMahon and Mr. Green as to
numbers employed and hours reflecting conditions as of varying dates
in tlie past half year, were all based upon official government and other
pubhc sources. Hence, the issue resolves itself into a statistical one
ol determining the necessary and feasible hours and sliifts for handling
the present level of cotton textiles production and taking care of the
seasonal fluctuations and spurts in demand for the products of the
5industry. An exhaustive analysis of this sort was carried out by our
Research and Planning Division (Dr. Sachs), and the results thereof,
submitted in the course of the hearing to President Green of the
American Federation of Labor and to Dr. Wolman of the Labor Ad-
visory Board, were uncontroverted by the former and concurred in
by the latter.
Briefly, in the course of the depression employment in the Cotton
Textile Industry has declined from 425,000 in 1929 to a low mark in
March of this year of 314,000, or 26%. Since then, under the im-
petus of the recovery poHcies of the Government, this industry, like
other consumers goods industries, has been enjoying a sharp revival,
with rising emploj^ment, having reached 346,000 for the month of
May, and around 400,000 in June.
With productive operations in June around the 1929 level, and this
month above it, it is clear that hours and shifts should be so fixed as
to allow a general average of production at least as high as 1929. In
that year there were processed 3,370,000,000 poimds of cotton, or 5%
below the peak year of 1927. This was at the rate of 65,700,000
pounds per full working week, taldng the working year as 51.3 work-
ing weeks. The labor required in 1929 to process the 65,700,000
pounds of cotton was in man-hours 20,600,000 for an efi'ective working
week of 49 hours. Under the proposed code, Umiting the week to 40
hoiirs, the effective average working week, allowing for those manufac-
turers who ^vill not be able to obtain the maximum, would be 39 hours.
Hence, dividing the 20,600,000 man-hours by the 39 effective hours
yields 528,000, as the employees required for producing an average 1929
weekly level oj cotton production. In other words, the 40-hour limit
would not only call back to work those who became unemployed since 1929,
but would call for 13% more employees than the average in the peak
year of 1927 when ^61,000 were employed. It is furthermore note-
worthy that this computation only provides for the 1929 average and
does not make any allowance whatsoever for the seasonal peaks or
sudden spurts of demand which according to the experience of the
past decade may well carry production from 10 to 20% above any
apparently weU estabhshed level. To provide for such a 15% spurt
above the normal at any given period would require the full utiliza-
tion of the 10 to 15% increase in labor efficiency that has developed
in the depression imder conditions of the very long hours which have
obtained hitherto. Accordingly, the industry under the 40-hour week
would presently absorb the available corps of textile workers and assum-
ing a continuation of the present trend would provide openings for un-
employed from related or nearby industries, whose absorption would,
according to Mr. Batty of the New Bedford Textile Council, require a
very considerable apprenticeship. On the data submitted and on the
basis of the present requirements of the industry, the reduction in the
working week to forty hours ^vill effect the re-employment of the
hitherto unemployed and permit the substantial absorption from the
outside of a potential 15 to 25% employment over and above the
predepression level.
It must be kept in mind that there is nothing static about such con-
clusions. Should there be a marked recession in production the ques-
tion of hours would have to be reconsidered. For this and other rea-
sons hereinafter set forth approval should be limited to a four months
period.
62. Limit on machine hours.
The provision in the code to limit the operation of productive ma-
chinery to two shifts a week of forty hours each was vigorously sup-
ported by representatives of the industry as a means of preventing
overproduction and unemployment and as a means of aiding the large
number of small mills which lack the resources for more than two
forty-hour shifts and which otherwise would be at a competitive dis-
advantage in meeting increases in labor costs resulting from the code.
Certain labor representatives appeared not to be concerned about a
limitation in shifts. Mr. Green stated, "If necessary to work two
shifts, or three shifts, or even four, I think that should be permitted",
(III-T-1), but ended up (III-W-4) by declaring that he was "not
fundamentally opposed to the regulation of the hours of machines."
A similar position was taken by Mr. Frey (III-Y-3) though the burden
of his testimonj- as to the widening gap even before the depression
between increasing labor productivity and inadequate mass-purchas-
ing power tended to throw into relief the importance of controlling
technological unemployment.
The predominant view of the industry was that while less than the
maximum of two shifts might easily cause shortages and lead to
unreasonably high prices to the consumer, the needs of the country
can be fully taken care of by two shifts, which are not likely to be
utilized by more than half of the mills, thus avoiding the overproduc-
tion involved in three shifts and the resulting migration and concen-
tration of the business in special areas (l-F-8). The proposed limi-
tation was also defended—by members of the industry—on social
grounds as eliminating the use of the so-called "grave-yard" shift.
The strongest objection to the limitation of machinery came from
representatives of outside but overlapping industries and companies
which carry on cotton textile production as an integrated part of
other manufactures such as the tire fabrics and surgical supply indus-
tries. Mr. Russell Watson, of Johnson and Johnson, favored three
shifts in the interests of low prices for surgical dressings, of affording
opportimity for the more efl&cient units of the industry (II-C, D-ff)
and on the ground that limitations applied to his company would
throw some employees out of work. On the other hand, Mr. Kendall,
who is engaged in the same business, declared that in an industry
like textiles, an over-supply of production machinery coupled with
unrestricted machine hours would not only make it difficult to bring
about a reasonable equilibrium between consumption and production,
but would seriously interfere with the reemployment of labor and the
geographical distribution of that reemployment, and in addition
would tend toward monopoly by the concentration of the production
in a few efficient plants (II-G-11, 13).
The same issue arose in respect of the application made by Mr.
Stillman of the Goodyear Company in behalf of the so-called "Big
Four" tire producers for exclusion of the tire fabric operations from
the scope of the term "cotton textile industry" and so from the
consequent liinitation upon machine hours (I-Q-II, R-1-5). A con-
trary position was taken by Mr. Seiberling speaking for the non-
integrated tire companies which obtain their fabrics from outside
textile mills instead of their own subsidiaries as is the case with the
"Big Four." It was estimated by him that the difference in cost of
running an eighty-hour cotton-fabric mill against one running one
7hundred forty-four machine hours would be per pound or equiva-
lent to 25?f a tire which "is more (profit) per tire than the industry
has made \nthin the last three years" (I-S-2-5). This situation in
his opinion, w^ould "unquestionably tend to promote monopolv bv
the Big Four" (I-S-7).
J J
On these grounds, a request was made on behalf of all the manu-
facturers of tires for a delay until September 1st in the application
of the machine-hour provision of the code to spindles or looms pro-
ducing tires, yarns, or fabrics (memoranda of Mr. C. A. Stillman).
In respect of the request for exemptions by the makers of surgical
dressing units and similar requests involving the upholstery, drapery
and knitwear units, it is clear that the granting of an exemption would
place them in a privileged position and would discriminate against
other units of the cotton-textile industry making the same or similar
products. As that would contravene the provision in Section 3A of
the Act against permitting "monopolies or monopolistic practices",
it is recommended that these requests be denied.
In respect to the production of tire yarn and fabrics, the cotton
textile industry itself recognizes that owing to the elaborate machinery
involved a violentlj^ sudden limitation might have a serious effect
on the production and sale of automobiles and tires. It is therefore
recommended that the interested tire companies present witliin two
weeks after the approval of this code statistical evidence as to the
need for limited exemption, and during those two weeks the pro-
visions of the Code limiting the operation of productive machinery
should not apply to spindles, looms, or production of tire yarns or
fabrics, and that at the end of three weeks a final decision on this
exemption be made by the Administration.
In respect of limitation of machinery hours of the industry as a
whole, the testimony of the workers (particularly III-K.-2) and the
employers (particularly II-B-1 ) is eloquent of the danger and distress
from overproduction in the fact of the admitted excessive capacity
in the industry. The comparisons given in the report of the Direc-
tor of the Division of Research and Planning between textile and
cotton goods industries on the one hand, and general manufacturing
on the other hand, disclose the prolonged depression of the industry
even during the decade of the post-war prosperity for general manu-
facturing. The industry has been consistently losing relative to
manufacturing industry as a whole in values of product and, what is
the most significant, in value added by manufacture, which is the
difference between selling value and the cost of materials out of which
"mill margin" must be paid. Between 1923 and 1929 this margin
or value added declined 15% as against a rise of 24% in all other
manufactures. It w^ould appear therefore that the causes of low
wages he largely in the general unprofitabUity of the industry and
its inability to command a stable price for its products by reason of
the overcapacity of the industry in terms of spmdles (which have
declined from thirty-seven milUon at the beginning of 1923 to thirty-
one milhon and a half beginning 1933 with only 80%^ active even now
at the present high level o/ activity), the overproduction in terms of
hours and shifts and the lack of internal organization and coordina-
tion looking towards a stabilization of production and consumption
and employment.
18883° 188-81 33 2
8These considerations confirm the view of the industry that an
eighty-hour limit on machine operations is necessary and should aid
in the organization of the industry with a view to checking the
accumulations of diseconomic surpluses (Report, Division of Research
and Planning, Chapter I and Chapter V, Part 2). Such a limitation
will not interfere with adequate opportunity for fair competition on
the part of efficient producers for increasing the volume of their pro-
duction, nor win it interfere with the interests of consumers and
workers. On the contrary the preservation of existing opportunities
for employment and profitable operation and the protection of the
industry against both undue market stimulation and undue market
demoralization require control of machine hours and the working
out of additional flexible controls for stabUizing the industry as a
whole in the planning provisions of Section 6 of the Code. Especially
in view of the instant tendency, which is clearly toward a new and
dangerous overproduction, the prevention of dislocations in employ-
ment and demoralizing market conditions warrants the machine-hour
limits proposed in the code, and the approval of this provision is
recommended.
Another problem involving the working rate of machinery is the
tendency to increasing the maximum machine load on employees,
popularly called the "stretch-out system." This problem, recurrent
in the statements of labor representatives, was dealt with in an address
by Senator James F. Byrnes of South Carolina at the opening session
of the hearing (IK12-L5). In pursuance of this, a committee was
appointed by the Administrator, consisting of Mr. Robert W. Bruere
as Chairman, and Mr. B. E. Geer, representing the industry, and
Major Berry, representing labor, with their technical aids. In behalf
of the industry Mr. Amory for the North and Mr. T. M. Marchant
for the South are conducting inquiries and securing information for
the "Stretch-out" Committee. Similarly the Department of Indus-
trial Studies of the Institute of Human Relations at Yale University,
is making available to the Committee the results of a study of the
system in twenty representative mills. Meanwhile Messrs. Bruere
and Geer are making a field trip into the cotton textile centers to
conduct engineering studies and to hold a number of open hearings
at which all parties at interest may express their minds. As a pre-
liminary result of its work, the Committee has drawn up a proposal
designed not only to check the possible tendency towards a too rapid
introduction of the "stretch-out" which may be stimulated by the
forty-hour week limitation, but also to provide a simple machinery by
which the principle of consent and participation by labor may be
effectuated. This proposal, summed up towards the end of this
report, is recommended for approval.
3. Wages.
The original Code submitted on Jime 16th, proposed a minimum
wage for a forty-hour week of $10 for the South and $11 for the North,
which scale towards the end of the hearing, and upon intimation
that such low figures coxild not be considered, was lifted to $12 and
$13 respectively.
The labor representatives in their criticism of the original proposed
scale of minimum wages made reference to the very low levels of
minimum wages prevalent in the industry. President McMahon in
his statement in behalf of the United Textile Workers of America,
9submitted early in June, stated: "Today in several sections of our
country, including the North, we have had personal contact with
Textile Workers who after a full working week were compelled to
appeal to public charities to supplement their earnings. Wages of
$5 and $6 a week are common throughout the industry." In his testi-
mony at the hearing he protested against accepting $10 as an econom-
ically sound wage for any worker regardless of degree of skill (Record
II. 1.3); and proposed a minimum for the North of $14 in place of
the old one that he had submitted of $12 (Record II. J-1). President
Green, of the American Federation of Labor, set the average weekly
wage in the Cotton Goods Industry, as of the month of May 1933,
as $10.40 (III T-. 7-8) and as of the recent past, in 1932, he said,
"12% of all men employed in the cotton mills studied were receiving
wages which averaged below $10 and in some cases below $8 Jor a 53-54-
hour week. {Ill T.-5.)
Speaking for the consuming public. Miss Lucy Mason, Secretary,
National Consumers' League, joined with labor in urging a higher
minimum but dismissed the fear expressed by certain labor repre-
sentatives that the minimum wage might tend to become maximum:
"The Consumers League was the first proponent of minimum wage
laws in this country, and it has been their experience that in America
minimum wage rates do not tend to become the maximum, but,
establish bargaining power for the more skilled worker, and that the
wages rise rapidly above the minimum (IV. H 1-7).
Figures such as those stated by Mr. Green and others reflect very
inadequately the extent of the declines that have taken place in the
wages of the unskilled and the skilled, as well, by reason of the pro-
gressive narrowing during the depression of the wage differential for
the skilled, and besides, the record for unskilled rates appUes largely to
certain of the more important mills whose wage level, particularly in
the latter part of the depression, has been higher than that of the
country as a whole. To meet the shortcomings of the wage rate data for
this, as well as for other industries, as a basis for determining minimum
wages, the Research Division secured from representative mills in the
industry sample or illustrative pay rolls for North and South. These
pay-roll records showed that minimum wages as oj the low in March-
April this year, applicable to between 10% to 20% of the pay rolls, xcere
in the neighborhood of $8 to $8.50 for the South for afifty-hour week and
$9 to $9.50 for the North for a forty-eight-hour work week.
In attempting to aid in working out a proper minimum wage, this
Administration sought to do something more than strive for a com-
promise between opposing claims. The guiding thought was to efl'ec-
tuate the policy laid down in the President's statement upon signing
the National Recovery Act, to wit: "The idea is simply for employers
to hire more men to do the existing work and at the same time paying
a living wage for the shorter week." This poUcy sets as an objective
and as a norm for the emergency at any rate the restoration of the
purchasing power which the worker in the industry had prior to the
depression. Now, in 1929, the average unskilled weekly wage in the
North was $17.60 ($19.47 for male workers and $15.75 for female
workers). This average unskilled wage for the forty-eight-hour week has
in the course of depression declined to a recent low point of $11.76 in
April and $11.62 in January this year (for male v.'orkers, $13.27-$13.15
for the respective months, and for female, $9.96 and $10.37). During
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llie same period the decline in the cost of living as computed by oiir
Division of Research has amounted to about 30%. Applying the
progressive decline in hving costs to the original $17.60 of 1929 weekly
earnings, we obtain as a "real" weekly earnings for May this year
$12.16; that is, the present required dollars to give the 1929 purchasing
power. We have to carry this idea of purchasing power wages one
step further. For in a period of price increases Uving costs tend at
first to lag behind the advance in the price level, which has followed
in the wake of the end of the Uquidity complex and deflation and the
synthetic business and price recovery brought about since March of
this year.
To lift up and provide adequate purchasing power, we should adjust
"real" wages to the moving trend ofprices and living costs, else we shall
be no more effective than trying to catch a train moving out of the station
by aiming for where the back platform was when the train was standing
still. There has aheady occurred an advance of between 16% and
20% in certain comprehensive yet not too insensitive indices of whole-
sale prices. In general the cost of hving changes about 6% for each
10% change in wholesale prices due to the inclusion of certain rela-
tively stable and slowly varying elements. It appears necessary then
to anticipate and adjustfor a rise of 10% in the cost of living, which as of
May 1933 was 69% of 1929 taken as 100. This gives the figure of
$13.21 as the requisite average weekly wagesfor unskilled male andfemale
workers in Northern mills to produce now on a forty-hour week the pur-
chasing power which they had'on a forty-eight-hour week in 1929.
In applying this figure of $13 as the prospective purchasing power
parity of the 1929 wage income of the unskilled, consideration should
be given to certain geographical differentials in accordance with the
last sentence of Section 7 (c) of the Act. The differential between
North and South has developed in part from the practice of furnishing
housing at much less than cost, far more common in the South than
in the North. Evidence under this head was submitted by Colonel
G. Anderson of Macon, Georgia, whose figures indicate the saving
per week per employee in a Southern mill village to be in the neighbor-
hood of $2 (T.H-M).
While there was some opposition to the differential as expressed
particularly by Mr. F. C. Dumaine of Amoskeag (IIB), Mr. Robert
Amory, representing the Northern part of the industry stated that
the dhferential was conceded by the North as warranted, not on the
basis of living costs, but on the basis of saving in rents, and that the
proposed exemption of cleaners and outside help would further operate
m favor of the South to meeting the difference where it is in excess
of $1, inasmuch as such help is now paid in the North considerably
higher than the proposed mmimum (IIIHl-2).
Notwithstanding the probable original justification for the erection
by employers of mill villages there is something feudal and repugnant
to American principle in the practice of employer-ownership of em-
ployee homes. We must recognize existing realities, however, and it
IS therefore recommended that the existence of the regional differential
of $1 per week in the minimum wage between the North and South
should be for the present accepted, but it is hoped that, with the
creation of real industrial self government and improvement in the
minimum wage, an impetus will be given by employers to independent
home ownership eventually looking toward home ownership by em-
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ployees and the conversion of the differential into a wage equivalent.
Applying the porposed minimum of $13 for the North and $12 for
the South, to the wage distribution payrolls of typical mills, it has
been calculated by the Division of Research that the average mill wages
throughout the country would he increased about 30%, and hours
reduced over 25%. This proposed minimum wage was in turn tested
from the point of view of management by relating it to the "mill-
margin," that is to say, to the difference between the price of finished
cotton goods per pound and the cost of raw materials inclusive of
power. Being partially subject to adjustment by management (as
opposed to raw material costs which are determined by outside forces)
the " mill-margiQ " (under given conditions of material costs) is some
measure of the extent to which a wage increase is supportable.
While the proposed increased minimum wage and lower working
hours will raise labor costs somewhat above the 50% ratio of wages to
"mill-margin" that existed between 1923-1929, there has recently
occurred a marked improvement in mUl-margin back to conditions of
profitable operations. Therefore the increased wages could now be
absorbed with only a small increase in price to the consumer.
Our studies show, however, that any larger wage increase would
require such a mark-up as might impair consumption and so react
unfavorably on the President's whole re-employment policy. There
is such a tiling as taking too big a bite. This was an industry of low
wages. We are increasing for certain mills unskilled rates enor-
mously and total wage payments by about 20% and lowering hours
over 25%. It is about the limit of present practicability. While
it is not enough to produce the general effect at which we are aiming,
as a practical matter, it should be accepted for the present. As
general purchasing power increases and as the industry gets the bene-
fits which it should reap from the wise self-government authorized
under the code, further adjustments can be made.
Far from criticizing management for not profferring more at this
time, the courage and cooperative spirit of this industry in coming
forward ahead of aU others is to be commended and, as will later be
shown, these conclusions have the imanimous support and com-
mendation of the whole Labor, Consumers' and Industrial Advisory
groups of this Administration.
4. Exceptions of certain classes.
The exception of low paid cleaners and outside employees from hour
and wage provisions of the code were subjected to some criticism which
seems legitimate (I-H-1; IV-E-1, ff.; compare III-0-5; IV-I-2 and 3;
VI-C-7, ff.
;
II-G-1). The exception of learners for a six weeks period
from the wage scale is open to possible abuse and must be watched in
administration (IV-1-12; III-0-5; III-2-8, ff.; III-Q-1; IV-K-6).
The exception of oflBce and supervisory staff from the hour pro-
visions is inconsistent with the priniple of the President's statement
of June 16, 1933, which requires inclusion of the "white collar" class
within all benefits of the Act, and an agreement (see p. — , infra) to
remedy this defect was reached.
This code apphes minimum wage provisions only to the lowest-paid
classes of employees. The general theory is that the normal differen-
tials in the higher grades of skilled labor will automatically be propor-
tionately increased by economic pressure. Mr. William G. Batty,
Secretary of the Massachusetts Textile Council, however, argued very
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persuasively that definite specifications for each pay grade are
necessary to protect the higher classification of workers receiving
more than the minimum code scales (III-A-5, ff.), but the adminis-
trative difiiculty of promptly developing such scales is sufficient
reason for not including them at this time. It is believed, however,
that the President's approval should be conditioned on the under-
standing that existing differentials in the higher-paid grades shall be
maintained (III-Q-7).
The exception of repair shop crews, engineers, electricians, firemen,
shipping and watching crews from the hour scale is subject to criticism
which would be removed if such workers are guaranteed time and a
half for overtime (III-S-1) (memorandum of Joseph S. McDonald),
and it is recommended that approval be so conditioned.
It is recommended that the President direct the planning agency of
the industry provided for in the code, to consider and submit a scale
of hours and wages for cleaners and outside help and to devise means
for so administering the provisions excepting learners as to avoid
abuses.
It is further recommended that the President's approval include a
condition that the resolution, passed at a meeting of the Cotton Tex-
tile Industry Committee, held on June 30, 1933, to include office
employees within the hour provisions of the code shaU be carried into
effect.
5. Concessions in original proposals obtained during the hearing.—
(Child Labor—Increased Minimum—Stretch-out).
Increases in the $10 and $11 wage scales originally proposed to $12
and $13, and the elimination of child labor, were provided for in amend-
ments adopted during the hearing.
Of course, the most dramatic and significant development was the
voluntary proposal by the industry to abolish child labor. This
resulted less from the hearings than from the intendments of the Act
itself. This resulted from the President's own concept that a mini-
mum wage applied without distinction as to age would automatically
eluninate child labor and it did. The reason why this ancient
atrocity could be so easily killed, notwithstanding its tenacity of life
against 25 years of attack, was also intrinsic in the President's idea
that employers would be glad to do much by general agreement that
no single employer would dare to do separately.
6. Planning and Supervisory Agency.—A planning and fair practice
agency was provided for in an amendment which is now section 6 of
the Code, adopted and submitted by the industry towards the end of
the hearing along with other amendments, chief of which were the
child labor provisions and the increases in the proposed minimum
wage. While these proposals were advanced too late for complete
public discussion, no objections to their inclusion have come in from
any of the interested parties. There has been some newspaper
criticism on permitting new matter so late in the hearing. This
springs from a misconception of the nature of this procedure. It is
an administrative process to arrive at a just result. It is not an
adversary judicial trial. The amendments were all in the public
interest. This method will be continued.
Section 6 was included at the instance of the Administration and
with the active collaboration of our Division of Research and Planning
(VI-D). It is a series of permissive powers and directions for indus-
trial administration. It sets up a committee for industrial self
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government. The creation of such a planning agency for the con-
tinuous collaboration of the industry with the Administration is an
application to an individual industry of the industrial planning and
research agency provided under Section 2 (b) of the Act for effectuat-
ing the policies of the Act and is an intrinsic and necessary part of
these policies.
Recurring reference in the course of tliis report has been made to
the pUght of the industry even in the prosperity years prior to the
depression. Comparisons between that industry and general manu-
facturing and business contained in the accompanying economic
report bear ample testimony to the need of rational control of pro-
duction and balancing with consumption, the more pressing because
of overcapacity of this staple industry as a byproduct of war expan-
sion, of cut-throat competition from witliin, and the competition of
substitute products from without.
Broadly, the industry proposes an economic clearing house for the
development of statistical accounting and economic controls wliich
wdll aid its members in the conduct of their individual business pro-
duction and distribution, and (through a service bureau for engineer-
ing, accounting, and credit) aid more especially the smaller mills in
meeting the emergency and the requirements of the Code. As
a supplement to this, it projects the development of an open
trading association through wtiich, as in the case of commodity
exchanges, prices and terms of trading would be reported by all
companies with a view to avoid and eliminate unfair and destructive
competitive prices and practices. It further proposes to fasliion
instruments of self-government for deaUng with the problems of over-
capacity and overproduction by subjecting the installation of addi-
tional productive machinery to its scrutiny and the approval or
disapproval of the Administration, at the same time allowing for
flexibility of control over machinery through recommendations to
the Administration for changes in or exemptions from hmitation
upon machinery hours when the interest of the industry and the
public render it necessary. Finally, mindful of the importance of
credit in furthering economic stability, it proposes a cooperation
with the banking and credit systems to advise them of the actual
functioning of the Code and the operations of its members, to the end
that available credit be adapted to the needs of the industry con-
sidered as a whole and the needs of the small as well as the large units.
The foregoing and other hsted functions of the Planning and Fair
Practice Agency are thus placed witliin framework in which the
common interests in stabilization of profitable activity and employ-
ment at adequate wages can be brought into focus in practice. It
remains to provide the framework for cooperation on the part of this
agency with the Administration to which it is to make recommenda-
tions which, when approved by the Administration, have the same
force and effect as provisions of the Code.
For the purpose of permitting the development of cooperative
planning and rational self-government in this industry, as in other
industries, and for the purpose of protecting the public interest, it is
recommended that Section VI of the Code be approved with the con-
dition that the Administrator shall appoint a committee of three, one
representing labor in the cotton textile industry, one representing the
owners and managers of the industry, and one representing the Ad-
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ministration of the Recovery Act, to act with such agency in super-
vising the execution of the Code and in promoting the purposes
defined by Section 6 for tlie effectuation of the poUcy of the Recovery
Act.
Other provisions of the code were not subjected to controversy;
were found advisable in the Administration's own analysis, and their
approval is recommended.
7. Suggested Conditions on Approval.
For obvious reasons, it is recommended that the following conditions
be imposed on approval of the cotton textile code:
(a) Maximum hours to apply to particular persons.—It is inter-
preted that the provisions for maximum hours established a maximum
of hours of labor per week /or every employee covered, so that imder no
circumstances will such an employee be employed or permitted to
work for one or more employers in the industry in the aggregate in
excess of the prescribed number of hours in a single week.
(b) Piece work not to frustrate the code.—It is interpreted that the
provisions for a minimum wage in this code estabUsh a guaranteed
minimum rate of pay per hour of employment regardless of whether
the employee's compensation is otherwise based on a time rate or upon
a piece work performance. This is to avoid frustration of the purpose
of the code by changing from hour to piece-work rules.
(c) "Stretch-outs" to be held in abeyance.—Until adoption of further
provisions of this Code necessary to prevent any improper speeding
up of work to the disadvantage of employees ("stretch-outs") and in
a manner destructive of the purposes of the National Industrial Re-
covery Act, it is required that any and all increases in the amount of
work or production required of employees over that required on July
1, 1933, must be submitted to and approved by the agency created
by section VI of the code and by the Administration and if not so
submitted such increases will be regarded as a prima facie violation
of the provision for minimum wages.
(d) Nonsignatories to be given a hearing.—Opportunity shall be
given for administrative consideration of every application of the
Code in particular instances to any person directly affected who has
not in person or by a representative consented and agreed to the terms
of the code. Any such person shall be given an opportunity for a
hearing before the Administrator or his representative, and for a stay
of the appUcation to him of any provision of the code, prior to in-
curring any Uabihty to the enforcement of the Code against him by
any of the means provided in the National Industrial Recovery Act.
At such hearing any objection to the application of the Code in the
specific circumstances may be presented and will be heard.
(e) Temporary approval.—The existing condition in the Cotton
Textile industry is not static. It may change very quickly. This
Is the first Code and is frankly experimental. Its approval should be
limited to a four months' period with the right to ask for a modifica-
tion at any time and subject to a request for renewal for another four
months at any time before its expiration.
The attention of the President is caUed to the provision of Section I
of the code, by virtue of which approval of the Code on or before Sun-
day, July 9, will make it effective on Monday, July 17.
Respectfully submitted,
Hugh S. Johnson,
Administrator.
LIST OF WITNESSES
Mr. George A. Sloan, President, Cotton Textile Institute, Inc.
Mr. Robert Amory, President, Nashua Manufacturing Company.
Mr. Wniiam D. Anderson, President, Bibb Manufacturing Com-
pany.
Mr. F. C. Dumaine, Amoskeag, Manufacturing Co.
Senator James F. Byrnes, South Carolina.
Mr. Harry P. Kendall, The Kendall Company.
Mr. B. D. Gordon, representing four hosiery knitting mills.
Mr. F. A. Seiberling, representing 20 independent tire manufac-
turers.
Mr. E. J. McMillan, President, American Knitwear Manufacturers
Association.
Mr. Thomas McMahon, President, United Textile Workers of
America.
Ivlr. W. E. G. Batty, Secretary, New Bedford Textile Council.
Mr. C. A. Stillman, Vice President, Goodyear Tire and Rubber
Company, speaking for Goodyear Tire and Rubber Co., Goodrich
Rubber Co., Firestone Tire and Rubber Co.; and U.S. Rubber
Company.
Mr. S. Gottschall, National Upholstery and Drapery Textile Asso-
ciation.
]VIr. Russell E. Watson, representing Johnson & Johnson.
Senator Hugo L. Black, of Alabama.
Mr. John Frey, Metal Trades Department, American Federation of
Labor.
Mr. Sidney HUlman, President, Amalgamated Clothing Workers.
Miss Lucy R. 'Mason, General Secretary, National Consumers
League.
!Nfiss Margaret Wiseman, Executive Secretary, Consumers League
of Massachusetts.
Miss Jxme Croll, National Textile Workers Union.
Mr. William Green, President, American Federation of Labor.
Mr. John P. Davis, Executive Secretary, Negro Industrial League.
Mr. John L. Barry, New Hampshire Federation of Labor.
Miss Maud Younger, Chairman, National Women's Party.
Mr. Flint Garrison, Director, Wholesale Dry Goods Institute.
Mr. T. M. Marchant, President, American Association of Cotton
Manufacturers.
Mr. H. J. Carr, General Vice President, International Association
of Machinists.
Mr. Joseph S. McDonagh, International Brotherhood of Electrical
Workers.
Mr. Robert R. West, President, Riverside and Dan River Cotton
MiUs.
Mr. Stuart W. Cramer, President, Cramerton Mills, Inc.
Mr^ Courtenay Dinwiddle.
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CODE OF FAIR COMPETITION FOR THE COTTON TEXTILE
INDUSTRY
To effectuate the policy of Title I of the National Industrial Recov-
ery Act, during the period of the emergency, by reducing and relieving
unemployment, improving the standards of labor, eliminating com-
petitive practices destructive of the interests of the public, employees,
and emploj'^ers, relieving the disastrous effects of overcapacity, and
otherwise rehabilitating the cotton textile industry and by increasing
the consumption of industrial and agricultural products by increasing
purchasing power, and in other respects, the following provisions are
established as a code of fair competition for the cotton textUe
industry:
I. Definitions.—The term "cotton textile industry" as used herein
is defined to mean the manufacture of cotton yarn and/or cotton
woven fabrics, whether as a final process or as a part of a larger or
further process. The term "employees" as used herein shall include
all persons employed in the conduct of such operations. The term
"productive machinery" as used herein is defined to mean spinning
spindles and/or looms. The term "effective date" as used herein is
defined to be July 17, 1933, or if this code shall not have been approved
by the President two weeks prior thereto, then the second Monday
after such approval. The term "persons" shall include natural per-
sons, partnerships, associations, and corporations.
II. On and after the effective date, the minimum wage that shall
be paid by employers in the cotton textile industry to any of their
employees—except learners during a six-weeks' apprenticeship,
cleaners, and outside employees—shall be at the rate of $12 per week
when employed in the Southern section of the industry and at the
rate of $13 per week when employed in the Northern section for 40
hours of labor.
III. On and after the effective date, employers in the cotton textUe
Industry shall not operate on a schedule of hours of labor for their
employees—except repair shop crews, engineers, electricians, firemen,
ofiice and supervisory staff, shipping, watching and outside crews,
and cleaners—in excess of 40 hours per week and they shall not operate
productive machinery in the cotton textile industry for more than
2 shifts of 40 hours each per week.
IV. On and after the effective date, employers in the cotton textile
industry shaU not employ any minor under the age of 16 years.
V. With a view to keeping the President informed as to the observ-
ance or nonobservance of this Code of Fair Competition, and as to
whether the cotton textile industry is taldng appropriate steps to
eflFectuate the declared policy of the National Industrial Recovery
Act, each person engaged in the cotton textile industry will furnish
duly certified reports in substance as foUows and in such form as may
hereafter be provided:
(16)
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(a) Wages and hours of labor.—Retmns every four weeks showing
actual hours worked by the various occupational groups of employees
and minimum weekly rates of wage.
(b) Machinery data.—In the case of mills having no looms, returns
should be made every four weeks showing the number of spinning
spindles in place, the number of spinning spindles actually operating
each week, the number of shifts, and the total number of spindle
hours each week. In the case of mills having no spinning spindles,
returns every four weeks showing the number of looms in place, the
number of looms actually operated each week, the number of shifts
and the total number of loom hours each week. In the case of mills
that have spiBning spindles and looms, returns every four weeks
showing the number of spinning spindles and looms in place; the
number of spinning spindles and looms actually operated each week,
the number of shifts, and the total number of spindle hours and loom
hoiirs each week.
(c) Reports of production, stocks, and orders.—Weekly returns show-
ing Production in terms of the commonly used unit, i.e. linear yards,
or pounds or pieces; stocks on hand both sold and unsold stated in
the same terms and Unfilled Orders stated also in the same terms.
These returns are to be confined to staple constructions and broad
divisions of cotton textiles. The Cotton-Textile Institute, Inc., 320
Broadway, New York City, is constituted the agency to collect and
receive such reports.
VI. To further efi^ectuate the policies of the Act, the Cotton Tex-
tile Industry Committee, the applicants herein, or such successor
committee or committees as may hereafter be constituted by the
action of the Cotton Textile Institute, the American Cotton Manufac-
turers Association, and the National Association of Cotton Manu-
facturers, is set up to cooperate with the Administrator as a planning
and fair-practice agency for the cotton textile industry. Such agency
may from time to time present to the Administrator recommenda-
tions based on conditions in the industry as they may develop from
time to time which will tend to effectuate the operation of the pro-
visions of this Code and the policy of the National Industrial Recovery
Act, and in particular along the following lines:
1. Recommendations as to the requirements by the Administrator
of such further reports from persons engaged in the cotton textile
industry of statistical information and keeping of uniform accounts
as may be required to secure the proper observance of the code and
promote the proper balancing of production and consumption and
the stabilization of the industry and employment.
2. Recommendations for the setting up of a service bureau for
engineering, accounting, credit, and other purposes to aid the smaller
mills in meeting the conditions of the emergency and the requirements
of this code.
3. Recommendations (1) for the requirement by the Administrator
of registration by persons engaged in the cotton textile industry of
their productive machinery, (2) for the requirement by the Adniinis-
trator that prior to the installation of additional productive machinery
by persons engaged or engaging in the cotton textile industry, except
for the replacement of a siroilar number of existing looms or spindles
or to bring the operation of existing productive machinerv into balance,
such persons shall secure certificates that such installation will be
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consistent with effectuating the poUcy of the National Industrial
Recovery Act during the period of the emergency, and (3) for the
granting or withholding by the Administrator of such certificates if
so required by liim.
4. Recommendations for changes in, or exemptions from the
provisions of this code as to the working hours of machinery which will
tend to preserve a balance of productive activity with consumption
requirements, so that the interests of the industry and the pubUc
may be properly served.
5. Recommendations for the maldng of requirements by the Ad-
ministrator as to practices by persons engaged in the cotton textile
industry as to methods and conditions of trading, the naming and
reporting of prices which may be appropriate to avoid discrimination,
to promote the stabilization of the industry, to prevent and eliminate
unfair and destructive competitive prices and practices.
6. Recommendations for regulating the disposal of distress mer-
chandise in a way to secure the protection of the owners and to
promote sound and stable conditions in the industry.
7. Recommendations as to the making available to the suppliers of
credit to those engaged in the industry of information regarding terms
of, and actual functioning of any or aU of the pro\'isions of the code,
the conditions of the industry and regarding the operations of any
and all of the members of the industry covered by such code to the
end that during the period of emergency available credit may be
adapted to the needs of such industry considered as a whole and to
the needs of the small as well as to the large units.
8. Recommendations for dealing wdth any inequaUties that may
otherwise arise to endanger the stabihty of the industry and of pro-
duction and employment.
Such recommendations, when approved by the Administrator,
shall have the same force and effect as any other provisions of this
code.
Such agency is also set up to cooperate with the Administrator in
making investigations as to the functioning and observance of any
of the provisions of this Code, at its own instance or on complaint by
any person affected, and to report the same to the Administrator.
Such agency is also set up for the purpose of investigating and
informing the Administrator on behalf of the Cotton Textile Industry
as to the importation of competitive articles into the United States
in substantial quantities or increasing ratio to domestic production
on such terms or imder such conditions as to render ineffective or
seriously to endanger the maintenance of this Code and as an agency
for making complaint to the President on behalf of the Cotton
Textile Industry, under the provisions of the National Industrial
Recovery Act, with respect thereto.
VII. Where the costs of executing contracts entered into in the
Cotton Textile Industry prior to the presentation to Congress of the
National Industrial Recovery Act are increased by the application
of the provisions of that Act to the industry, it is equitable and
promotive of the purposes of the Act that appropriate adjustments
of such contracts to reflect such increased costs be arrived at by arbi-
tral proceedings or otherwise, and the Cotton Textile Industry Com-
mittee, the applicant for this Code, is constituted an agency to assist
in effecting such adjustments.
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VIII. Employers in the Cotton Textile Industry shall comply with
the requirements of the National Industrial Recovery Act as follows:
"(1) That employees shall have the right to organize and bargain
collectively through representatives of their own choosing, and shall
be free from the interference, restraint, or coercion of employers of
labor, or their agents, in the designation of such representatives or in
self-organization or in other concerted activities for the purpose of
collective bargaining or other mutual aid or protection; (2) that no
employee and no one seeking employment shall be required as a con-
dition of employment to join any company union or to refrain from
joining, organizing, or assisting a labor organization of his own choos-
mg; and (3) that employers shall comply with the maximum hours of
labor, minimum rates of pay, and other conditions of employment,
approved or prescribed by the President."
IX. This code and aU the provisions thereof are expressly made
subject to the right of the President, in accordance with the provision
of Clause 10 (b) of the National Industrial Recovery Act, from time
to time to cancel or modify any order, approval, hcense, rule, or regu-
lation, issued under Title I of said Act, and specifically to the right
of the President to cancel or modify his approval of this Code or any
conditions imposed by him upon his approval thereof.
X. Such of the provisions of this Code as are not required to be
included therein by the National Industrial Recovery Act may, with
the approval of the President, be modified or eliminated as changes
in circumstances or experience may indicate. It is contemplated
that from time to time supplementary provisions to this Code or
additional codes will be submitted for the approval of the President
to prevent xmfair competition in price and other unfair and destructive
competitive practices and to effectuate the other purposes and poUcies
of Title I of the National Industrial Recovery Act consistent with the
provisions hereof.
EXECUTIVE ORDERS APPLYING PROVISIONS OF THE
COTTON TEXTILE CODE TO OTHER INDUSTRIES
Executive Order, July 15, 1933
In supplement to an application filed for approval of a code of fair
competition for the rayon weaving industry, the appUcants have re-
quested immediate approval of certain provisions, and after due con-
sideration, acting under the Provisions of the National Industrial
Recovery Act, I agree with the appUcants who have filed said code for
the rayon weaving industry, that the provisions of section V, para-
graphs A, B, D and E, which are identical with corresponding pro-
visions in the Cotton Textile Code, approved by me July 9, 1933,
should be made effective on July 17, 1933, which is the effective date
of the Cotton Textile Code, and I hereby approve of said provisions
of said code for the rayon weaving industry subject to the interpreta-
tion and conditions imposed by me on my approval of the correspond-
ing provisions of said Cotton Textile Code, and subject further to
such revision or modification as I may find proper after a hearing has
been held on said code of fair competition for the rayon weaving
industry, now set for July 25, 1933.
Executive Order, July 15, 1933
In supplement to an application filed for approval of a Code of Fair
Competition for the Thro\ving Industry^, the appUcants have requested
immediate approval of certain provisions of said Code, with amend-
ments thereto, and after due consideration, acting under the Provi-
sions of the National Industrial Recovery Act, I agree vnth the appU-
cants who have filed said Code for the Th^o^ving Industry that the
provisions of Sections III, IV, V, IX which, as amended, are identical
udth corresponding provisions in the Cotton Textile Code, approved
by me July 9, 1933, should be made effective as amended on July 17,
1933, which is the effective date of the Cotton TextUe Code, and I
therefore hereby approve of said provisions of said Code for the
Throwing Industry, as amended, subject to the interpretations and
conditions imposed by me on my approval of the corresponding
provisions of said Cotton Textile Code and subject further to such
revisions or modifications as I may find proper after a hearing has been
held on such Code of Fair Competition for the Throwing Industry,
now set for July 25, 1933.
Executive Order, July 15, 1933
In supplement to an appUcation filed for approval of a Code of
Fair Competition for the Cotton Thread Industry, the appUcants
have requested immediate approval of certain provisions, and after
due consideration, acting imder the provisions of the National
Industrial Recovery Act, I agree with the appUcants who have filed
(20)
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said Code for the Cotton Thread Industry that the provisions of
Title 2, Paragraphs 5 and 6 and the provisions of Title 3, paragraphs
4 and 5, which are identical with corresponding pro\dsions in the
Cotton Textile Code, approved by me July 9, 1933, should be made
effective on July 17, 1933, which is the effective date of the Cotton
Textile Code, and I therefore here])y approve of said provisions of
said Code for the Cotton Thread Industry subject to the interpre-
tations and conditions imposed by me on my approval of the corre-
sponding pro\T.sions of said Cotton Textile Code and subject further
to such re\isions or modifications as I may find proper after a hearing
has been held on said Code of Fair Competition for the Cotton
Thread Industry.
Executive Order, July 15, 1933
Pursuant to the authority vested in me by Title I of the National
Industrial Recovery Act, approved June 16, 1933, and pending action
upon a Code of Fair Competition to be presented by the Silk
Association of America,
I agree with the Committee representing the Broad Silk and
Eayon Weavers Division, the Converters Division, the Special
Fabrics Division, the Ribbon Division, and the Woven Label Division,
of the SUk Association of America, that they shall be bound beginning
July 17 by the provisions of the Cotton Textile Industry Code as set
forth in the telegram, dated July 14, offering this agreement to the
President of the United States, pursuant to Section 4 of the National
Recovery Act, which telegram is signed by Henry E. Stehh, James
C. Black, Paul C. Debry, Sol C. Moss, Ramsay Peugnet, George G.
Sommaripa, and addressed to Mr. Nelson Slater, Deputy Adminis-
trator, Department of Commerce, Washington, D.C., with the express
understanding that this agreement is subject to cancellation at any
time without notice.
Executive Order, July 15, 1933
A Code of Fair Competition for the Cotton Textile Industry has
been heretofore approved by Order of the President dated July 9,
1933, on certain conditions set forth in such order. The apphcants
for said Code have now requested the withdrawal of condition 12 of
said order providing for the termination of approval at the end of
four months unless expressly renewed, have accepted certain other
conditions, have proposed amendments to the Code to effectuate the
intent of the remaining conditions, and have requested that final
approval be given to the Code as so amended and on such conditions.
Pursuant to the authority vested in me by Title I of the National
Industrial Recovery Act, approved June 16, 1933, on the report and
recommenRation of the Administrator and on consideration.
It is ordered that the condition heretofore imposed as to the ter-
mination of approval of the Code is now withdrawn and that the
Code of Fair Competition for the Cotton Textile Industry is finally
approved with the conditions so accepted and with the amendments
so proposed, as set forth in Schedule A attached hereto.
SCHEDULE A
Application to the President by the Cotton Textile Industry Committee
FOR Final Approval of Code of Fair Competition for the CottoSi*
Textile Industry
The Cotton Textile Industry Committee, the applicant for the approval of the
Code of Fair Competition for the Cotton Textile Industry, submitted for the
approval of the President June 16, 1933, and as revised June 30, 1933, accepts the
interpretations and conditions to the approval thereof set forth in paragraphs 1,3,
7, 8, 9, and 13 of the order of the President dated July 9, 1933, and asks the ap-
proval of the President to the following amendments to such code as properly
complying with and effectuating the conditions provided for in paragraphs 2, 4, 5,
6, 10, and 11 of said order of approval, and asks for the final approval by the
President of the Code of Fair Competition for the Cotton Textile Industry as so
amended, and on the conditions so accepted and with the omission of the condi-
tion in paragraph 12 of such order as to the termination of the approval at the end
of four months.
1. It shall be one of the functions of the Planning and Fair Pr actice Agency pro-
vided for in Section 6 of the Code to consider the question of plans for eventual
employee ownership of homes in mill villages and submit to the Recovery Admin-
istration prior to January 1, 1934, its report in the matter.
2. On and after July 31, 1933, the maximum hours of labor for office employees
in the Cotton Textile Industry shall be an average of forty hours a week over
each period of six months.
3. The amount of differences existing prior to July 17, 1933, between the
wage rates paid various classes of employees (receiving more than the established
minimum wage) shall not be decreased—in no event, however, shall any employer
pay any emploj'ee a wage rate which will yield a less wage for a work week of 40
hours than such employee was receiving for the same class of work for the longer
week of 48 hours or more prevailing prior to July 17, 1933. It shall be a function
of the Planning and Fair Practice Agency provided for in Paragraph 6 of the
Code to observe the operation of these provisions and recommend such further
provisions as experience may indicate to be appropriate to effectuate their pur-
poses.
4. On and after the effective date the maximum hours of labor of repair shop
crews, engineers, electricians and watching crews in the Cotton Textile Industry
(shall, except in case of emergency work, be forty hours a week with a tolerance of
10 percent. Any emergency time in any mill shall be reported monthly to the
Planning and Fair Practice Agency provided for in Paragraph 6 of the Code,
through the Cotton-Textile Institute.
5. Until adoption of further provisions of this Code that may prove necessary
to prevent any improper speeding up of work (stretch-outs), no employee of any
mill in the Cotton Textile Industry shall be required to do any work in excess
of the practices as to the class of work of such employee prevailing on July 1,
1933, or prior to the Share-the-Work Movement, unless such increase is submitted
to and approved by the Agency created by Section 6 of the Code and by the
National Recovery Administration.
6. This Code shall be in operation on and after the effective date as to the
whole cotton textile industry except as an exemption from or a stay of the appli-
cation of its provisions may be granted by the Administrator to a person applying
for the same or except as provided in an executive order. No distinction shaU
be made in such exemptions between persons who have and have not joined in
applying for the approval of this Code.
Respectfully submitted.
The Cotton Textile Industry Committee,
George A. Sloan, Chairman.
Dated July 15, 1933.
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AMENDMENT TO CODE OF FAIR COMPETITION FOE THE COTTON TEXTILE INDUSTRT
XVII. To make proper provision with regard to the stretch-out (or speciali-
zation) sj-stem or any other problem of working conditions in the Cotton Textile
Industry, it is provided:
1. There shall be constituted by appointment of the Administrator a Cotton
Textile National Industrial Relations Board, to be composed of three members,
one to be nominated by the Cotton Textile Industry Committee to represent
the employers, one to be nominated by the Labor Advisory Board of the National
^covery Administration to represent the employees, and a third to be selected
by the Administrator. This National Board shall bo provided by the National
Recovery Administration with a per diem for actual days engaged in its work
and with such secretarial and expert technical assistance as it may require in tho
performance of its duties.
2. The Administrator, upon the nomination of the Cotton Textile National
Industrial Relations Board shall appoint in each state in which the cotton textile
industrj- operates a State Cotton Textile Industrial Relations Board composed
of three members, one of whom shall be selected from the employers of the cotton
textile industry, one from the employees of the cotton textile industry, and a
third to represent the public.
3. \^Tienever, in anj' cotton textile mill, a controversy shall arise between
employer and employees as to the stretch-out (or specialization) system or any
other problem of working conditions, the employer and the employees may
establish in such mill an Industrial Relations Committee chosen from the man-
agement and the emplo3'ees of the mill and on which the employer and the em-
plo3'ees shall have equal representation of not more than three representatives
each. If such a committee is not otherwise established, the employer or the
employee, or both, may apply to the State Industrial Relations iSoard for
assistance and cooperation in the establishment in such mill of such industrial
relations committee. The term of service of each such mill committee shall be
limited to the adjustment of such controversy or problem of working conditions
for the adjstment of which the committee was created.
If the representatives of the employers and of the employees in such industrial
relations committee are unable to arrive at an agreement and united action
with respect to such differences of opinion, the representatives of the employers
or of the employees, or both, may appeal to the State Industrial Relations
Board for cooperation and assistance in arriving at an agreement and united
action.
It shaU be the duty of such Industrial Relations Committee to endeavor
to adjust such controversy'. In cases where such committee reaches agreement
with respect to any such controversy, such agreement shall be final except
that it shall be submitted to the Cotton Textile National Industrial Relations
Board for review and approval under such regulations as such National Board
may establish.
This provision for such industrial relations committee within the particular
mills shall be without prejudice to the freedom of association of employees and
the other provisions of Section 7, of the Industrial Recovery Act.
4. It shall be the duty of the State Industrial Relations Board, where their as-
sistance is requested, as provided in subsection 3, to cooperate with employ-ers
and employees in organizing industrial-relations committees in individual cotton
textile mills and to cooperate with such committees in the develoj^ment of con-
ference procedures and in the adjustment of differences of opinion with respect to
the operation or introduction of the stretch-out system and other problems of
working conditions.
In the event that the State Industrial Relations Board is unable to bring about
agreement and united action of labor and management in a controversy so ap-
pealed to it, such State Industrial Relations Board shall present the controversy
to the National Industrial Relations Board for hearing and final adjustment.
5. The National Industrial Relations Board shall hear and finally deterrninc
all such questions brought before it on appeal by the State Industrial Relations
Boards and certify its decisions to the Administrator and shall have authority to
codify the experience of the industrial-relations committees of the various mills
and state boards with a view to establishing standards of general practice with
respect to the stretch-out (or specialization) system or other problems of working
conditions.
o
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EXECUTIVE ORDER
Code of Fair Competition for the Retail Lumber, Lumber Prod-
ucts, Building Materials, and Building Specialties Trade
An application having been duly made, pursuant to and in full
compliance with the provisions of title I of the National Industrial
Recovery Act, approved June 16, 1933, for my approval of a Code of
Fair Competition for the Retail Lumber, Lumber Products, Building
Materials, and Building Specialties Trade, and hearings having been
held thereon and the Administrator having rendered his report con-
taining an analysis of the said Code of Fair Competition, together
with his recommendations and findings with respect thereto, and the
Administrator having found that the said Code of Fair Competition
complies in all respects with the pertinent provisions of Title I of
said Act and that the requirements of Clauses (1) and (2) of sub-
section (a) of Section 3 of the said Act have been met:
XOW, THEREFORE, I, Franklin D. Roosevelt, President of the
United States, pursuant to the authority vested in me by Title I of
the National Industrial Recovery Act, approved June 16, 1933, and
otherwise, do approve the report and recommendations and adopt
the findings of the Administrator and do order that the said Code of
Fair Competition be and it is hereby approved.
FRANKLIN D. ROOSEVELT.
The White House,
Octoher 3, 1933.
Approval recommended
:
Hugh S. Johnson,
Administrator.
(HI)
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September 28, 1933.
The President,
The White House.
My Dear Mr. President : I have the honor to submit and recom-
mend for your approval the Code of Fair Competition for the Re-
tail Lumber, Lumber Products, Building Materials, and Building
Specialties Trade.
The following exhibits are included or attached:
^1) Final Code Submitted.
(2) Notice of Hearing.
f3) Statement of Procedure.
f4) Transcript of the Records.
(5) Statistical Analysis of the Division of Economic Research
and Planning.
(6) Report of Deputy.
An analysis of the provisions of the Code has been made by tho
Administration. I find that the Code complies with the require-
ments of Clauses 1 and 2, Subsection (a) of Section 3 of the National
Industrial Recovery Act.
I am, my dear Mr. President,
Very sincerely yours,
Hugh S. Johnson,
Administrator.
(IV)
CODE OF FAIR COMPETITION FOR RETAIL LUMBER,
LUMBER PRODUCTS, BUILDING MATERIALS, AND
BUILDING SPECIALTIES TRADE
Statement in Transmittal
The National Retail Lumber Dealers Association, representing
the Retail Lumber, Lumber Products, Building Materials, and
Building Specialties Trade throughout the United States, pursuant
to the authority of the National Recovery Act, and for the purposes
thereof, hereby submits for the approval of the President, the fol-
lowing Code of Fair Competition.
By resolution of the Board of Directors June 17, 1933, concurred
in by the following Associations
:
1. Alabama Lumber & Building Material Association
2. California Retail Lumbermens Association—Northern Di-
vision
3. Carolina Retail Lumber & Building Material Dealers Asso-
ciation
4. Florida Lumber & Millwork Association
5. Georgia Retail Lumber & Building Supply Association
6. Illinois Lumber & Material Dealers Association
7. The Retail Lumber Dealers Association of Indiana
8. Kentucky Retail Lumber Dealers Association
9. Louisiana Retail Lumber & Building Material Dealers Asso-
ciation
10. Michigan Retail Lumber Dealers Association
11. Middle Atlantic Lumbermens Association
12. Mississippi Retail Lumber Dealers Association
13. Mountain States Lumber Dealers Association
14. Nebraska Lumber Merchants Association
15. New Jersey Lumbermens Association
16. New York Lumber Trade Association
17. Northeastern Retail Lumbermens Association
18. Northwestern Lumbermens Association
19. The Ohio Association of Retail Lumber Dealers
20. Retail Lumber Dealers Association of Western Pennsylvania
21. Southwestern Lumbermens Association
22. Tennessee Lumber, Millwork & Supply Dealers Association
23. Lumbermens Association of Texas
24. Utah Lumber Dealers Association
25. Virginia Lumber & Building Supply Dealers Association
26. Western Retail Lumbermens Association
27. West Virginia Lumber & Builders Supply Dealers Asso-
ciation
28. Wisconsin Retail Lumbermens Association
(1)
229. Chicago Ketail Lumber Dealers Association
30. Wood Products Institute of Greater St. Louis
31. Lumbermens Club of Arizona
32. California Retail Lumbermens Association—Southern Di-
vision
Article I
—
^Purposes
To effectuate the polices of Title I of the National Industrial Re-
covery Act, the following provisions are submitted as a Code of Fair
Competition for the Lumber, Lumber Products, Building Materials,
and Building Specialties Trade, and upon approval by the Presi-
dent, shall be the standard of fair competition for this trade.
Article II
—
^Definitions
1. Lumher, Lumber Products, Building Materials, and Building
Specialties.—The term " lumber, lumber products, building materials,
and building specialties " as used in this Code is broadly defined to
include all those products used in building and construction work
with the following exceptions, which are known to the public and
trade as builders' supplies and are included in the Code of Fair
Competition for Dealers in Builders Supplies.
Brick, Mortars, Casement and Steel Sash, Cement and Cement
Products, Cement Pipe, Ceramic Tile, Clay Roof Tile, Common
Brick, Cut Stone, Dampers and Fireplace Accessories, Drain
Tile, Face Brick, Fire Brick and Clay, Glazed Structural Tile,
Gypsum Products (except Gypsum Wallboard), Hollow Tile,
Lime and Lime Products, Mesh Reenforcement. Metal Lath and
kindred products. Mineral Aggregates, Mortar and Cement Col-
ors, Molding Plasters, Roof and Flooring Slates, Sewer Pipe,
Flue Lining and other Clay Products, Structural Terra Cotta,
and Waterproofing Compounds.
2. Dealer.—For the purpose of administering this Code, a dealer
is defined, but without limitation, as a person who maintains an
adequate and permanent plant or plants which are properly equipped
for service to the public, with office, with storage yard or warehouse,
kept open during business hours, with such handling facilities and
sales service as are commensurate with the nature of the business,
and who carries a sufficient stock of lumber and building materials
(for the purpose of selling at retail in small or large quantities and
not for his own consumption) to supply the general requirements
of the community.
3. Person.—" Person " as used herein includes, without limitation,
any individual, firm, partnership, corporation, association, trust,
trustee, or receiver subject to the jurisdiction of this Code.
4. Employee.—The term " employee " as used herein includes any
person employed by any enterprise engaged in selling at retail lum-
ber or lumber products, building materials, or building specialties as
herein defined in any capacity in the nature of employee irrespective
of the method of payment of his compensation.
5. Employer.—The term " employer" as used herein includes any-
one for whose benefit such an employee is so engaged.
m
3Akticle III
—
Jurisdiction
All persons engaged in the business of selling to contractors or
consumers lumber, lumber products, building materials, and building
specialties shall be subject to the provisions of this Code and of the
approved rules and regulations issued thereunder and shall be com-
pelled to adhere thereto under such penalties as may be prescribed
by the law.
Article IV
—
Hours of Labor
The maximum hours of labor of employees of persons subject to
the jurisdiction of this Code shall not exceed forty (40) per week
in any of the forty-eight (48) States or the District of Columbia,
with the five exceptions noted below
:
A. Executives employed in a managerial capacity who are paid
thirty-five ($35.00) Dollars or more per week; outside salesmen and
night and Sunday watchmen, and branch-yard managers, each
branch yard to be restricted to one branch-yard manager.
B. The maximum hours of labor of employees of dealers employ-
ing not more than two (2) persons in towns of less than 2,500 popula-
.
tion, which towns are not part of a larger trading area as defined in
Article V, shall be forty-eight (48) per week; provided at least
sixty-six and two thirds (66%) percent of the sales volume of said
dealers is to persons engaged in agriculture; and provided further
that such employees may work more than forty-eight (48) hours per
week if paid time and a half (based on minimum hourly wage for
the forty hour week as provided in Article V) for all hours in excess
of forty-eight (48).
C. Within each State persons subject to the jurisdiction of this
Code shall comply with any laws of such State imposing more strin-
gent requirements regulating the age of employees, wages, hours of
work, health, fire, or general working conditions than are imposed
by this Code.
D. Yard foremen shall be permitted to work up to forty-four (44)
hours in any one week. Hours of labor beyond this maximum are to
be paid for on basis of time and one half for every hour worked.
E. The hours for truck drivers and their helpers shall not exceed
forty-four (44) in any one week except where contracts now in effect
arrived at through collective bargaining are based on longer hours.
In such latter cases the hours shall not exceed forty-eight (48) in
any one week and the employers shall increase the hourly rate to the
same proportion that the contract hours bears to forty-eight hours.
Employers shall not reclassify employees so as to defeat the pur-
poses of the Act.
The maximum number of hours shall be reviewed by the Code
Authority three months from the eflFective date, and if business con-
ditions warrant it the weekly number of hours which employees shall
work will be shortened so that employment may be spread further.
Article V
—
Minimum Wages
The weekly wages of all employees receiving more than the mini-
mum wages specified in this Article shall not be reduced, notwith-
standing any reduction in the number of working hours of such
employees.
Except to night and Sunday watchmen and subject to the excep-
tions noted below, employers shall pay in cities of 500,000 population
or more not less than the minimum rate of wage per hour specified
opposite the division in which such cities are located, nor less than 5
cents per hour less than the minimum rate of wage per hour herein-
below specified opposite each such division in cities of less than
500,000 population or more than 75,000 population, nor less than 10
cents per hour less than the minimum rate of wage per hour specified
opposite each such division in cities of less than 75,000 population,
unless such cities are in a trade area as hereinafter defined. For the
purposes of this paragraph, population shall be determined by refer-
ence to the 1930 Federal Census. The minimum rate per hour herein
provided for shall be applicable to the immediate trade areas of
cities as defined by the Chamber of Commerce of such cities.
Division 1. Alabama—35 cents per hour.
" 2. California—Northern Division, 45 cents per hour.
" 3. North and South Carolina—35 cents per hour.
" 4. Florida—35 cents per hour.
" 5. Georgia—35 cents per hour.
" 6. Illinois—45 cents per hour.
" 7. Indiana—45 cents per hour.
" 8. Kentucliy—35 cents per hour.
" 9. Louisiana—35 cents per hour.
" 10. Lower Peninsula of Michigan—45 cents per hour,
" 11. Eastern Portion of Pennsylvania, Seven Southern
Counties of New Jersey, Delaware, Maryland,
and the District of Columbia—45 cents per liour
except for Delaware, Maryland, and District of
Columbia, which shall be 40 cents per hour.
" 12. Mississippi—35 cents per hour.
" 13. Colorado, Wyoming—40 cents per hour.
New Mexico—35 cents per hour.
" 14. Nebraska—45 cents per hour.
" 15. Fourteen Northern Counties of New Jersey
45 cents per hour.
" 16. The City of New York—50 cents per hour.
" 17. New York (Except the City of New York), Ver-
mont, New Hampshire, Maine, Massachusetts,
Connecticut^ Rhode Island, and McKean County,
Pennsylvania—45 cents per hour.
" 18. Minnesota, North Dakota, South Dakota, Iowa—
45 cents per hour.
" 19. Ohio—45 cents per hour.
" 20. Western Portion of Pennsylvania—45 cents per
hour. ^
" 21. Arkansas, Kansas, Missouri, Oklahoma
:
Arkansas—35 cents per hour.
Missouri (Except St. Louis and St. Louis
County)—45 cents per hour.
Kansas—45 cents per hour.
Oklahoma—40 cents per hour.
5Division 22. Tennessee—35 cents per hour.
" 23. Texas—35 cents per hour.
" 24. Utah—10 cents per hour.
" 25. Virginia—35 cents per hour.
" 26. Montana, Idaho, Washington, Oregon, Nevada—40
cents per hour.
" 27. West Virginia—35 cents per hour.
" 28. Wisconsin and Upper Peninsula of Michigan—45
cents per hour.
" 29. Cook County, Illinois—45 cents per hour,
" 30. St. Louis and St. Louis County, INIissouri—45 cents
per hour.
" 31. Arizona—35 cents per hour.
" 32. California—Southern Division—40 cents per hour.
Rates of wages for labor used in the handling and delivery of
lumber and building material above the minimum provided in this
Article within each metropolitan or urban area shall, as to all dealers
in each respective area, be not less than such rates as shall be agreed
upon by the majority of all dealers subject to this Code in each
trading area, after the approval thereof by the Code Authority and
by the Administrator.
Clerical and office employees.—The weekly wage for Clerical and
Office Employees whose maximum hours are forty (40) shall not be
less than that provided by the hourly rates in Article V.
The weekly wage for Clerical and Office Employees provided for
by Paragraph B of Article IV shall be the same as employees whose
maximum hours are forty (40) per week and provided that time
and one half shall be paid for hours in excess of forty-eight (48)
and provided that no such employee shall receive less than $12.00
for such 48 hour week.
All of the above rates subject to following exceptions
:
1. Office workers under nineteen (19) years of age and with less
than six months' experience and persons partially disabled shall be
paid not less than 75% of the minimum wage herein specified, pro-
vided that the total number of persons so defined shall not exceed
ten (10) percent of the total number of yard, office, and service
employees.
2. Persons employed as provided for by Paragraph (B), Ai-ticle
IV, shall be paid not less than the minimum hourl}^ rates for forty
(40) hours and time and one half for all hours in excess of fortj^-
eight (48), provided that no such employee shall receive less than
$12.00 for such forty-eight (48) hour week.
3. It is agreed that the rates hereinabove set forth establish a
guaranteed minimum rate of pay regardless of whether the em-
ployee is compensated on the basis of a time rate or on a piecework
rate. Each employer shall report to the Administrator adjustments
made in his piece rate schedule.
Article VI
—
Child Labor
It is expressly provided that no employee under sixteen years of
age shall be employed.
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6Ko employee under eighteen years of age shall be employed in
handling kimber and building materials, nor employed as an opera-
tor of or as an off bearer from any woodworking machinery.
Article VII
—
Administration
To further effectuate the policies of the Act, a Code Authority
(which is referred to as the Code Authority) is hereby set up to
cooperate with the Administrator in the administration of this
Code.
1. Organization and Constitution of the Code Authority.—For the
purpose of the administration of this Code, the National Retail
Lumber Dealers Association shall establish and empower a suitable
agency herein referred to as tW Code Authority to assist the Na-
tional Recovery Administration in administering the provisions of
this Code. The Code Authority shall consist of one member from
each of the constituent Divisions of the Association to be elected by
fair and reasonable methods by the respective Divisions; it shall
be empowered to elect two additional members at large to the afore-
said Code Authority. The Administrator may appoint not more
than three (3) nonvoting members of said Code Authority to serve
as his representatives thereon or as representatives of such other
groups as he may see fit to designate.
The Code Authority shall establish Divisions of the lumber and
building material trade and shall appoint appropriate agencies (as
stated in Article VII, Section 3) for the administration of this Code
in each Division or Subdivision; the Code Authority shall delegate
to said agencies all necessary power and authority for the adminis-
tration of this Code within the Divisions and Subdivisions, including
the ado^Diion of Divisional and Subdivisional rules and regulations
not inconsistent with this Code and subject to the approval of the Ad-
ministrator, but shall reserve and retain the power to administer the
provisions of this Code.
The aforesaid Code Authority shall be empowered to act in re-
spect of all matters before the Code Authority and within its juris-
diction. The Code Authority shall have the powers and duties as
provided herein, provided, however, that the aforesaid Code Au-
thority shall reserve the power to make final recommendation as to
any matters relating to the administration of this Code ; and in addi-
tion thereto it shall
—
A. Make rules and regulations and interpretations, including Rules
of Fair Competition necessary for the administration of this Code,
which rules, regulations, and interpretations shall be subject to the
approval of the Administrator, and designate such agents and dele-
gate such authority to them as may be necessary to effectuate the
purposes and to administer the provisions of this Code.
B. From time to time require such reports from Divisions as in itsjudgment or in the judgment of the Administrator shall be neces-
sary to advise it adequately of the Administration and operation of
the provisions of this Code.
C. Upon complaint of interested Divisions, or upon request of the
Administrator, or upon its own initiative make such inquiry and
investigation as to the operation of the Code as may be necessary.
D. The Code Authority shall be charged with the administration
of the pro\asions of this Code, and with the duties through agents or
otherwise of hearing and adjusting complaints, considering pro-
posals for amendment of this Code, making recommendations thereon,
and otherwise administering its provisions.
E. The Code Authorit}' shall be empowered to consider and make
a recommendation with respect to any breach of this Code or any
dispute arising as a result of same. This Code Authority may, if it
sees fit, cite any dealer operating within its jurisdiction to the
Administrator, for such action as the law may provide. The Code
Authority shall empower and authorize each Division to maintain an
Arbitration Committee of such number as it may decide; such com-
mittee may include one person who is not an Association member.
Any breach of this Code or any dispute arising as the result of this
Code witliin the jurisdiction of a Division may be referred to the
Divisional Committee for consideration and recommendation. This
Divisional Committee after full hearing and upon finding anv dealer
operating within the jurisdiction of said Division guilty of breach
as reported may cite such dealer to the administrator for such action
as the law may provide.
F. The Code Authority may delegate any of its authority to the
Executive Committee hereinafter provided for.
G. The provisions of Schedule A shall, so far as the}' differ from
provisions of this Code, be controlling in Division 29.
2. Joint Dealers in Lumber and Builders Supplies.—For the
administration of this Code in the case of dealers in lumber, lumber
products, building materials, and building specialties, whether in
whole or in part, who are members of the National Federation of
Builders Supply Associations and who are not also members of the
National Retail Lumber Dealers Association, the Code Authority
shall appoint as its agent and representative the same agent or repre-
sentative as shall have been appointed by the Code Authority of the
Builders Supplies Trade.
3. Divisions.—For the purpose of the administration of this Code,
the Code Authority shall divide the country into 32 Divisions as set
forth below
:
1. Alabama—Alabama Lumber & Building Material Association.
2. California— (Northern Division) California Retail Lumber-
mens Association.
3. North and South Carolina—Carolina Retail Lumber & Build-
ing Materia] Dealers Association.
4. Florida—Florida Lumber & Millwork Association.
5. Georgia—Georgia Retail Lumber and Building Suppl}- Asso-
ciation.
6. Illinois— (Except Cook County) Illinois Lumber and Material
Dealers Association.
7. Indiana—The Retail Lumber Dealers Association of Indiana.
8. Kentucky—Kentucky Retail Lumber Dealers Association.
9. Louisiana—Louisiana Retail Lumber & Building Material
Dealers Association.
10. Lower Peninsula oe Michigan—Michigan Retail Lumber
Dealers Association.
811. Eastern Portion of Pennsyi^vania, Seven Southern Coun-
ties OF New Jersey, Delaware, Maryland, and the District of
Columbia—Middle Atlantic Lumbermens Association.
12. Mississippi—Mississippi Retail Lumber Dealers Association.
13. Colorado, Wyoming, New Mexico—^IMountain States Lumber
Dealers Association.
14. Nebraska—Nebraska Lumber Merchants Association.
15. New Jersey (Fourteen Northern Counties)—New Jersey
Lumbermens Association.
16. The City of New York—New York Lumber Trade Associa-
tion.
17. New York (Except the City of New York), Vfjjmont, New
Hampshire, Maine, Massachusetts, Connecticut, Rhode Island,
and McKean County, Pennsylvania—Northeastern Retail Lum-
bermens Association.
18. Minnesota, North Dakota, South Dakota, Iowa—North-
western Lumbermens Association.
19. Ohio—The Ohio Association of Retail Lumber Dealers.
20. Western Portion of Pennsylvania—Retail Lumber Dealers
Association of Western Pennsylvania.
21. Missouri (Except St. Louis and St. Louis County), Arkan-
sas, Oklahoma, Kansas—Southwestern Lumbermens Association.
22. Tennessee—Tennessee Lumber, Millwork & Supply Dealers
Association.
23. Texas—Lumbermens Association of Texas.
24. Utah—Utah Lumber Dealers Association.
25. Virginia—Virginia Lumber & Building Supply Dealers Asso-
ciation.
26. Montana, Idaho, Washington, Oregon, Nevada—Western Re-
tail Lumbermens Association.
27. West Virginia—West Virginia Lumber & Builders Supply
Dealers Association.
28. Wisconsin and Upper Peninsula of Michigan—Wisconsin
Retail Lumbermens Association.
29. Cook County, Illinois—Chicago Retail Lumber Dealers Asso-
ciation.
30. St. Louis aNd St. Louis County, Missouri—^AVood Products
Institute of Greater St. Louis.
31. Arizona—Lum.bermens Club of Arizona.
32. California (Southern Division) California Retail Lumber-
mens Association.
The Code Authority may establish other Divisions and define the
territories to be covered by them. Such Divisions shall be afforded
representation on the Code Authority.
4. Failure to Perform.—If any established Divisions shall fail to
perform its obligations as outlined herein, the Code Authority may
upon complaint act as a Division Committee for the purpose of secur-
ing the adoption of standards and performance conforming to the
provisions of the Code. Due advance notice shall be given to the
Division or Divisions of such proposals and a reply requested. Divi-
sions affected shall be notified of the action taken in the premises
and shall thereafter promptly comply with such determination.
9Proposals regarding matters affecting more than one Division niay
be initiated by any Division, and shall be submitted for consideration
to the Code Authority, and its determination shall be binding upon
such Division or Divisions.
5. Executive Committee.—The Code Authority shall appoint, from
its own membership, an Executive Committee of five (5) members.
The Executive Committee shall exercise such authority as may have
been delegated to it by the Code Authority except that the Executive
Committee shall not make recommendations for the amendment of
this Code unless recommendations for such amendments have been
approved in writing by two thirds (%) of the members of the Code
Authority.
The Executive Conmiittee shall serve as the executive agency of the
Code Authority.
Communications and conferences of the retail lumber and build-
ing material trade with the President or with his agents concerning
the amendment of this Code or any of its provisions or any matters
relating thereto may be through the Executive Committee.
6. Joint Interpretation Committees.—The Code Authority shall
empower and authorize each division to create, in cooperation with
the appropriate division under the Code of Fair Competition for
Dealers in Builders Supplies, a Joint Interpretation Committee with
equal representation of such number as the respective Divisions shall
determine; this committee shall be empowered to interpret the pro-
visions of the trade-practice rules of the Code of Fair Competition
for Dealers in Builders Supplies and of this Code insofar as such
rules affect dealers in lumber and building material. This Com-
mittee shall coordinate trade-practice regxilations of divisions and
subdivisions under the Codes of Fair Competition aforesaid when-
ever necessary. The interpretation and decisions of this Joint Com-
mittee shall be subject to appeal as hereinafter provided.
The Code Authority shall create a National Joint Interpretation
Committee with equal representation in cooperation with the ap-
propriate juri.sdictional autliority under the Code of Fair Compe-
tition for Dealers in Builders Supplies consisting of such number
as the Code Authority of this Code and the jurisdictional authority
under the Code of Fair Competition for Dealers in Buildei's Sup-
plies shall jointly determine. This Committee shall review appeals
made from determination of the joint interpretation committees
created by the agencies of the respective Divisions as aforesaid. The
decision of such Joint Interpretation Committee shall be subject to
review, as prescribed by the xVdrainistrator, in accordance with law.
7. Reports and Expenses.—In order that the President may be
informed of the observance of the provisions of this Code and of
the extent to which the declared policy of the National Industrial
Recovery Act is made effective in the lumber and building material
trade, the Code Authority' shall make such reports as the Adminis-
trator may require periodically or as often as he maj' direct. Per-
sons subject to the jurisdiction of this Code shall, at its request,
make to the Code Authority or to the respective Divisions such
sworn or unsworn reports as the Code Authorit}' deems necessary
on volume of sales. Value of inventory, cost of doing business, num-
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ber of employees, wage rates, hours worked, and other data pertinent
to the purposes of this Code.
Any and all information furnished to the Code Authority shall
be deemed confidential and shall not be divulged to any member
of the industry except in summary, but shall be available to the
Administrator upon request or to the Code Authority or to any
Divisional or Subdivisional agency where necessary to administer
the provisions of this Code.
In addition to information required to be submitted to the Code
Authority, there shall be furnished to government agencies such
statistical information as the Administrator may deem necessary for
the purpose recited in Section 3 (a) of the National Industrial Re-
covery Act.
The Code Authority shall admit or cause to be admitted to par-
ticipation in this Code any person on terms of equality with all
other persons participating therein; and each person subject to the
jurisdiction of this Code and accepting the benefits of the activities
of the Code Authority shall pay his proportionate share of the
amounts necessary to furnish such benefits.
The reasonable share of the expense of the initiation, approval,
and administration of this Code to be borne by persons subject
thereto shall be determined by the Code Authority, subject to review
by the Administrator, upon the basis of volume of business and such
other factors as it may deem equitable to take into consideration.
When the administration of this Code is delegated by the Code
Authority of this Code to the agent appointed by the apprcfpriate
authority of the Code of Fair Competition for Dealers in Builders'
Supplies the pro rata cost of administration shall be the same as for
all other dealers in lumber, lumber products, building materials, and
building specialties, but shall be paid to the appropriate authority
of the Code of Fair Competition for Dealers in Builders' Supplies
to be used by them in the administration of this Code and the Code
of Fair Competition for Dealers in Builders' SupjDlies.
8. Cei-'tificate of Compliance.—Each person subject to this Code
shall submit to the Code Authority or to its authorized administering
agency within each Division upon demand, but not more frequently
than monthly, an affidavit properly executed before a Notary Public,
certifying that he has complied with the provisions of this Code as
to rates of wages, hours of labor, and all other rules of this Code
as set forth in this Code. These affidavits shall be filed with the Code
Authority or with the authorized administering agency of the re-
spective Divisions and shall be available at all times to the inspection
of the President of the United States or his authorized representative.
9. Accounting.—Each dealer subject to the jurisdiction of this
Code shall maintain such simplified, unified S3^stem of accounting as
the Code Authority may deem adequate to provide the necessary
facts for the development of cost data and for the determination of
the cost of doing business and as the Administrator may approve.
The factors to be included in any determination of cost under this
Code shall be approved by the Administrator.
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AimcLE VIII
—
Unfaik Methods of Competition
1. Terms of Sale.—The appropriate agencies established by the
various Divisions shall have the authority to formulate uniform rules
and regulations governing terms of sale and collection of accoimts
within their respective jurisdiction subject to the approval of the
Code Authority and the Administrator. The failure to adhere to
such terms of sales and enforce collections thereunder is hereby
declared to be an unfair method of competition.
2. Conditions of Sale—Estimates and Quotations.—A. All prices,
terms, and conditions of sale as developed under the uniform cost
accounting system or established by appropriate rule or regulation
within any trade area shall be published b}^ each dealer within each
trade area and shall be filed with the Code Authority or its delegated
agent. Any deviation from such published prices, terms, and condi-
tions of sale until new prices, terms, and conditions of sale shall have
been published and filed shall be construed as unfair methods of
competition.
B. A dealer, upon request of the Code Authority, shall furnish to
the said Code Authority or its duly constituted agent a list of items
included in estimates or quotations showing the exact quantity, grade,
species, quality, or brand of each item of merchandise and the exact
sales price of each unit listed and proof of the quantity delivered.
3. Breach of Contract.—The wilful interference by any dealer by
any means whatsoever with any existing sale between any dealer and
his customer which has the effect of attracting business away from
the dealer interfered with is hereby declared to be an unfair method
of competition.
4. Commercial Bribery.—The gi-anting of gratuities, special dis-
counts, secret rebates, advertising allowances, free samples of com-
mercial size, special services, the issuance of false invoices or
quotations, or the granting of undue allowances or other sj^ecial
inducements is hereby declared to be an unfair method of competi-
tion.
5. Guaranteed Products.—Any statement which shall be made,
either oral, written, or printed, for the purpose of having the effect
of misleading or deceiving purchasers with respect to the quantity,
quality, grade, brand, or substance of the goods purchased is hereby
declared to be an unfair method of competition.
6. Substitution.—A. The practice of selling or offering for sale
nonstandard grades, sizes, dimensions, or classifications of lumber
and building materials as standard or of substituting inferior grades,
sizes, dimensions, or classifications of lumber and building materials
below specifications for the purpose of evading the provisions of
this paragraph, is hereby declared to be an unfair method of
competition.
B. The failure to include in retail bids and estimates the true
grades and species of materials to be supplied and the failure to sup-
ply the true grades and species estimated or bid upon is hereby de-
clared to be an unfair method of competition.
7. Grade Marking.— (a) When the provisions for the marking or
branding of lumber and timber products, as required by Article XVI
(b) and (c) of the code of Fair Competition of the Lumber and
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Timber Products Industries, approved by the President August 19.
1933, shall be put into effect, as provided therein, the purchase oi
lumber or timber products not marked or branded in accordance
with said provisions is hereby declared to be an unfair method of
competition.
(b) No person engaged in the distribution of lumber and timber
products at retail shall change, obliterate, remove, make substitu-
tion for, or otherwise disturb the marks or brands placed on lum-
ber and timber products in accordance with said provisions, ex-
cepting only as such marks or brands are removed in the normal
processes of planing and fabricating. The violation of this rule
is hereby declared to be an unfair method of competition.
8. Cost.—No person shall sell lumber, lumber products, building
materials or building specialties as herein defined, below cost. For
the purjDose of this paragraph, cost is defined to include the actual
cost of merchandise to the seller plus actual overhead. Overhead
shall include actual disbursed expense involved in selling and de-
livering merchandise as determined by accounting methods approved
by the Code Authority and the Administrator, in accordance with
Article VII, paragraph 9 of this Code, and shall be computed by
the statistical mode method. If at any time the Code Authority
desires to change this method of computing costs, application shall
be made to the Administrator for a revision of the factors to be
included in the determination of costs, or for a revision of the
methods by which such factors are determined, or both, or if at any
time the Administrator, upon his own initiative, desires to change
this method of computing costs, he may make such appropriate re-
visions thereof as he may deem necessary.
9. Defamation of Competitors.—Defamation of competitors, dis-
paraging statements, directly or indirectly by words or acts which
untruthfully reflect on a competitor, his service, credit standing,
uality of merchandise, or conditions of emploj^ment, is hereby
eclared to be an unfair method of competition.
10. Interference with Employees.—Inducing a competitor's sales-
man or creditman to leave his employment for the purpose of in-
juring a competitor's business, is hereby declared to be an unfair
method of competition.
11. Transit Stock.—The purchase or acceptance of lumber, lumber
products, building materials, or building specialties, shipped on con-
signment or placed in transit via rail or water thirty days after the
approval of this Code without a previous order or contract therefor
by a purchaser subject to the provisions of this Code shall constitute
an unfair method of competition.
ARTICLE IX
—
General
1. Collective Bargaining.—All employees shall have the right to
collective bargaining on the basis set up in Section 7 (a) of the
National Industrial Kecovery Act, and employment shall be on the
basis prescribed as follows
:
A. That employees shall have the right to organize and bargain
collectively, through representatives of their own choosing, and shall
1
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be free from the interference, restraint, or coercion of employers of
labor, or their agents, in the designation of such representatives or in
self-organization or in other concerted activities for the purpose of
collective bargaining or other mutual aid or protection
;
B. That no employee and no one seeking employment shall be
required as a condition of employment to join any company union or
to refrain from joining, organizing, or assisting a labor organization
of his OTvn choosing; and
C. That employers shall comply vrith the maximum hours of labor,
minimum rates of pay, and other conditions of employment apjoroved
or prescribed by the President.
2. Special agreements.—Voluntary agreements, or proposed volun-
tary agreements, between dealers engaged in the distribution of lum-
ber and building materials or between and among organizations or
groups in the lumber and building material trade or in which such
dealers, organizations, or groups propose to pai*ticipate as provided
in Title I, Section 4 (a) of the National Industrial Recovery Act,
shall be not in conflict with the provisions of this Code or with any
approved rule issued thereunder.
Such agreements or proposed agreements shall be submitted to the
Code Authority and if not disapproved by it within thirty days as
being in conflict with the provisions of this Code, they may thereafter
be submitted to the President for approA^al, but no dealer engaged in
the distribution of lumber and building materials shall participate
in any such agreement which has been determined by the Code
Authority to be in conflict with the provisions of this Code.
3. Monopolies.—This Code shall not be construed, interpreted, or
administered so as to permit monopolies or monopolistic practices
and shall not be availed of for that purpose.
The provisions of this Code shall not be so construed, interpreted,
or adminis-tered as to eliminate or oppress small enterprises or to
discriminate against them.
4. Memhership.—No inequitable restrictions on admission to mem-
bership shall be imposed by the National Retail Lumber Dealers
Association or any of its constituent Divisions hereinafter referred to.
5. Arhifrafion.—The use of arbitration in the settlement of com-
mercial disputes between employers or between buyers and sellers
under the arbitration rules of the American Arbitration Association
is recognized as an economical and effective method of adjusting
business controversies. Any complaint, difference, controversy', or
question of fair competition which may arise between a member of
this trade and a member of any other industry or trade under or
out of this Code, of a code of Fair Competition adopted by such
other industry, or any question involving a conflict between provisions
of this Code and of any other Code affecting this industry, may be
submitted to arbitration under the rules of the American Arbitration
Association.
6. Amendment., Cancellation, and Modification.—A. Amendments
to this Code may be proposed to the Code Authority by any Division
and when approved by the said Code Authority shall be effective,
upon the approval of the President.
B. This Code or any of its provisions shall be cancelled or modified
and any approved rule issued thereunder shall be ineffective to the
14
extent necessary to conform to any action by the President under
Section 10 (b) of the National Industrial Recovery Act in cancella-
tion or modification of any order, approval, license, rule or regulation
pertaining thereto.
C. Any decision, rule, regulation, order^ or j&nding made, or course
of action followed, pursuant to the provisions of this Code may be
cancelled or modified by the Administrator upon complaint of any
interested party through the Code Authority, or upon his own in-
itiative, whenever he shall determine such cancellation or modifica-
tion necessary to effectuate the provisions of the National Recovery
Act.
7. Supplemental Code Provisions.—Supplemental Code provisions
affecting or pertaining to Divisions and Subdivisions may be filed
with the Code Authority and if not inconsistent with the provisions
of this Code may be recommended by it to the Administrator. When
approved by the Administrator such supplements shall have the
same force and effect as any other provisions of this Code.
8. Appeal.—Any interested party shall have the right of complaint
to any subdivision agency and of prompt hearing and decision
thereon in respect of any decision^ rule, regulation, order, finding, or
course of action of said agency, ouch complaint and hearing shall be
in accordance with such rules and regulations as said agency may
prescribe. The decision of said agency may be appealed by any
interested party to the division agency.
Any interested party shall have the right of complaint to any
division agency and or prompt hearing and decision thereon under
such rules and regulations as said agency may prescribe in respect
of any decision, rule, regulation, order, finding, or course of action of
said agency. The decision of said agency may be appealed by any
interested party to the Code Authority.
Any interested party shall have the right of complaint to the Code
Authority and of prompt hearing and decision thereon, under such
rules and regulations as it shall prescribe in respect of any decision,
rule, regulation, orderj finding, or course of action of the said Code
Authority. The decision of said Code Authority may be appealed
by any interested party to the Administrator.
Any party desiring to appeal from action by the Code Authority
shall within ten (10) days after said judgment or decision serve
I
written notice upon the Code Authority of his intention to appeal and
file a copy of said notice with the Executive Committee for trans-
mittal to the Administrator of the National Industrial Recovery Act,
requesting a date and place for hearing said appeal.
9. Violations.—Violation by any person subject thereto of any
provision of this Code or of any approved rule issued thereunder,
or of any agreement entered into by him under this Code, or any
false statement or report made to the President or to the Code
Authority, or to any Division or Subdivision agency established under
this Code, shall after determination thereon by the Administrator,
constitute an unfair method of competition and the offender shall
be subject to the penalties provided by the National Industrial
Recover}' Act.
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Article X
—
Effective Date
This Code and the amendments thereto shall become effective on
the tenth day after its approval by the President.
Respectfully submitted for acceptance by the President of the
United States, by,
National Ketaii, Lumber Dealers Association,
By Spencer D. Baldwin, President.
Attest
:
Frank Carnahan, Secretary.
Washington, D.C.
SCHEDULE A
SUPPLEMENTiLL CODE PBOVISIONS APPLICABIiB TO DIVISION 29 (COOK COTTNTT,
Illinois) Only
wages and houbs of labob
1. When the aggregate volume of business of the lumber retailers at that
time in business in Cook County, Illinois, who were in business as lumber
retailers in Cook County, Illinois, in the calendar year 1926, shall reach 50%
of the volume of business done by such dealers in said year 1926, all the retail
lumber dealers in Cook County, Illinois, shall reorganize their office and yard
forces not then connected with any Union, so as to Increase wages and salaries
and give employment to more persons. For the present, as to employees who
are members of Labor Unions, agreements regarding wages and hours of
employment shall be continued so long as they remain mutually satisfactory.
Pending the increase in volume of business to the 50% hereinbefore referred to,
the Emergency Control Committee, hereinafter referred to, shall undertake to
formulate plans in respect to the limitation of hours of labor, minimum wage,
and other working conditions, so that as price realization and volume of busi-
ness increase salaries and wages can be concurrently increased, and, where
necessary, labor conditions improved. The standards established by the Emer-
gency Control Committee as hereinafter described and approved by the Admin-
istrator shall be binding on all retail lumber dealers in Cook County, Illinois,
including standards as to maximum hours of labor, minimum rates of pay and
working conditions. The provisions of this section are in addition and not in
substitution for the provisions of Articles IV and V of this Code.
MEMBERSHIP IN THE CHICAGO RETAIL LUMBER DEALEIKS ASSOCIATION
2. Any employer regularly engaged in the retail lumber business in Cook
County, Illinois, may become a member of the Chicago Retail Lumber Dealers
Association. Each member shall be entitled to one vote only. All applications
for membership shall be made In writing to the Secretary ; the Emergency
Control Committee shall act on such applications speedily and no applicant
shall be refused election who is an employer in Cook County, Illinois, as the
term employer is defined in this Code.
In the case of members, other than individuals, such firms or corporations
shall, from time to time, notify the Secretary as to what individual or indi-
viduals will represent them at meetings. The word " firm " shall include
common-law trusts. Such individuals shall be eligible to membership on the
Emergency Control Committee.
EMERGENCY CONTROL COMMITTEE
3. The administration and promotion of this Code in Division 29 is vested in
a Coordinating Committee of Seven, the title of which is Emergency Control
Committee, and which is to be selected geographically, so far as possible, from
among the members of the Association. When a member of the Committee
ceases to represent the firm or corporation which he represented when he was
elected to the Committee his membership in the Committee shall cease. Within
ten days after this Code becomes effective a meeting of the members of the
Association shall be called by J. W. Embree, Jr., who is hereby named the
Convener for that purpose, at which the members of said Emergency Control
Committee shall be elected by fair and reasonable methods by the members of
the Association present. To which committee there shall be elected one of the
three National Recovery Administrator members of the Code Authority provided
for In Section I, Art. VII.
(16)
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A majority of the members of the Association shall be necessary to constitute
a quorum. At such meeting the members of the Association present may adopt
rules and regulations for the conducting of the business of the Chicago Retail
Lumber Dealers Association during the emergency, which rules and regulations,
however, shall be in furtherance of and not in conflict with tiie provisions of
this Code, and shall be subject to the approval of the Administrntor. The
Emergency Control Committee shall also act as a fact-finding committee, the
purpose of which shall be to develop such information as the President of tlie
United States, the National Recovery Administration, or the Feileral Trade
Commission may require in order to carry out tlie provisions of the Act.
The officers of the Emergency Control Committee shall be a President, a Vice
President, a Secretary, a Treasurer, and such other officers, agents, and em-
ployees as the Emergency Control Committee shall thereafter find to be neces-
sary. Such Secretary and Treasurer shall, by such election, become and be,
respectively, the Secretary and Treasurer of the Chicago Retail Lumber Dealers
Association. The President, Vice President, and Treasurer shall be retail lum-
ber dealers and members of the Emergency Control Committee. The Secretary
need not be either a member of the Committee or a retail lumber dealer.
At any time after this Code shall have been in effect for six months a
special meeting of the Association may be called by a petition in writing filed
with the Secretary and signed by not less than 25% of the members of the
Association, at which meeting any member or members of the Emergency Con-
trol Committee may, by a majority vote of those present, be deprived of his
office as a member of such committee, and his successor may be elected. Such
petition shall name the date and place of the meeting and the Secretary shall
issue the call by mailing a copy thereof to each member within 48 hours after
such i)etition is filed in his office. Unless a member of the Emergency Control
Committee is so sui)erseded he shall continue to serve as such member until
June 16, 1935, unless prior to that time he ceases to be or to represent an em-
ployer in Cook County, Illinois.
Vacancies in the Emergency Control Committee caused by death, resignation,
ceasing to be an employer dealer in Cook County, Illinois, or ceasing to represent
the employer which he represented at the time of his election, shall be filled
by the majority of the members of the Emergency Control Committee then
remaining in office and persons elected to fill vacancies shall, except as other-
wise herein provided, serve until June 16, 1935.
SPECIFIC POWEatS
4. Consumer Protection.—The Emergency Control Committee shall provide
means for policing sales so that the consumer shall receive the kind, the
species, the grade, and the feetage of lumber covered by his purchase contract
Sales shall also be policed through the employment in said County of a
lumber institute, free and independent of the control of any employer or group,
or association of such employers in the Chicago area or elsewhere, which
institute on the application of any prospective consumer or customer for lumber
shall, without expense to such customer or consumer, advise him as to the
proper lumber to be purchased by him to meet the stated needs and requirements
of said prospective customer.
5. Reports—Each employer in Cook County, Illinois, shall make such reports
to the Emergency Control Committee as it may require for the administration
and promotion of the provisions and purposes of this Code in Cook County.
Illinois.
6. Expense.—Employers subject to the jurisdiction of Schedule A of this
Code who are complying with the requirements of this Code and of this Sched-
ule A and who agree in writing, either individually or through the Chicago
Retail Lumber Dealers Association of which they are members, to abide by
the requirements of this Code and of this Schedule A, and to pay their reason-
able share of the exi^enses incident to the initiation, approval, and administra-
tion thereof, shall be entitled to the benefits of the activities of the Code Au-
thority and of the Emergency Control Committee thereunder and to make use
of the National Recovery Administration Code insignia.
The reasonable share of the expenses of initiation, approval, and administra-
tion of this Code and this Schedule to be borne by employers subject thereto
shall be determined by the Code Authority and the Emergency Control Com-
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mittee, subject to review of the Administrator, upon the basis of volume of
business, and such other factors as may be deemed equitable to be taken into
consideration.
ETHICS
7. The following are specifically stated as unfair methods of competition
:
(a) The consignment of unordered lumber to a possible buyer; the forward-
ing of lumber wliieh has not actually been sold.
(b) The effecting of adjustment of claims with purchasers of lumber in such
manner as to grant secret allowances, secret rebates, or secret concessions.
(c) In the event of change in published prices of lumber, the giving in any
form of adjustments, allowances, discounts, credits, or refunds to purchasers
or sellers of lumber, for the purpose of, or with the effect, of altering retro-
actively the price quoted, in such a manner as to create price discrimination.
(d) The pre-dating or the post-dating of any invoice or contract for the
purchase or sale of lumber. .
(e) Terms of Sale shall be open and strictly adhered to. The payment or
allowance in connection witli any sale of secret rebates, refunds, credits, or
unearned discounts, whether in the form of money or otherwise, or extending
to certain purchasers such services or privileges not extended to all purchasers
under lil^e terms and conditions.
(f) Attempts to purciiase business, or obtain information concerning a
competitor's business, by gifts or bribes.
(g) The intentional misrepresentation of quality suitable for purchases, or
making or cau.sing, or permitting to be made, or publishing, or any false,
untrue, misleading, or deceptive statement, by way of advertisement, invoice,
or otherwise, concerning the size, quantity, character, nature, preparation,
or origin of any lumber bought or sold.
(h) The making of, causing or permitting to be made, of any false or
deceptive statement, either written or oral, of or concerning the business policy
of a competitor, his product, selling price, tinaucial, business, or personal
standing.
(i) The unauthorized use, either in written or oral forms, of trade marks,
trade names, slogans, or advertising matter already adopted by a competitor.
(j) Inducing or attempting to induce, by any means or device whatsoever,
the breacli of contract between a competitor and his customer during the
term of such contract.
PR0^^SI0N TO prevent monopolies and monopolistic practices
8. No methods except those of ordinary competition shall be resorted to
to prevent shipments of lumber into Cook County, Illinois, from other dis-
tributing points. This provision is in addition to the provisions contained in
this Code under the article entitled " Ethics."
o
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EXECUTIVE ORDEK
Code of Fair Competition for the Silk Textile Industry
An application having been duly made, pursuant to and in full
compliance with the provisions of title I of the National Industrial
Recovery Act, approved June 16thj 1933, for my approval of a
Code of Fair Competition for the Silk Textile Industry, and hear-
ings having been held thereon and the Administrator having rend-
ered his report containing an analysis of the said Code of Fair
Competition together •svith his recommendations and findings with
respect thereto, and the Administrator having found that the said
Code of Fair Competition complies in all respects with the pertinent
provisions of title I of said act and that the requirements of clauses
(1) and (2) of subsection (a) of section 3 of the said act have
been met.
NOW, THEREFORE, I, Franklin D. Roosevelt, President of
the United States, pursuant to the authority vested in me by title I
of the National Industrial Recovery Act, approved June 16, 1933,
and otherwise, do adopt and approve the report, recommendations
and findings of the Administrator and do order that the said Code
of Fair Competition be and it is hereby approved, it being distinctly
imderstood tnat the minimum wage fixed in Article IV applies only
to the lowest paid class of labor m the industry and is a minimum
wage for that class only, and that weavers, warpers, loom fixers^ and
other skilled and semi-skilled workers shall be paid upon a higher
wage scale which maintains the dollar differential above the lowest
paid class as they existed on July 1, 1933, in accordance with the
provisions of paragraph 3 of Article IV.
The White House,
Octoler 7, 1933.
FRANEXIN D. ROOSEVELT.
Approval recommended:
Hugh S. Johnson,
Admmistraior.
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October 6, 1933.
To the President:
INTRODUCTION
Submitted herewith is the report of the Hearing on the Code of
Fair Competition for the Silk Textile Industry in the United States^
as submitted by the Silk Association of America, Incorporated, of
New York City, conducted in the small ballroom of the Willard
Hotel, in Washington. D.C., on Sep)tember 12, 1933, in accordance
with the provisions of the National Industry Recovery Act.
The following papers are included and annexed
:
1. Code as finallj' proposed
2. Notice of Hearing
3. By-Laws of the Silk Textile Industry
4. Statement of procedure
6. List of witnesses
6. Transcript of the records
7. Statistical analysis
8. Report of Deputy
In accordance with the customary procedure every person who had
filed a request for an appearance was freely heard in public, and all
statutory and regulatory requirements were complied with.
The Code which it attached was presented by duly qualified and
authorized representatives of the Industry, complying, with the
statutory requirements, as representing 47.6% in its own membership
and approximately 90% in authorization for presentation of the
Code.
EVTOENCE SUBMITTED
inSi^^"^^ presented showed that in 1931 the industry employed109.000 persons and the value of the product was 376.000,000 shrink-
age in the value from $680,000,000 in 1929 being largely representedby decreasing prices rather than unit volume. This industry is par-
ticularly characterized by the existence of large numbers of small
$250 000
''''^ manufacturers have investments above
In the presentation of the Code, representatives of the Industry
submitted data to show (1) that a great portion of their own goodsarc manufactured of rayon; and (2) that a great portion of the nxvonmanufactured is sold at prices above a great deal of the silk mere
W
dise, the contention being that silk is not to be distini^TisS as aluxury article but as competitive. While opinion was^WnL
~ In Z "tl^Vl -^^blishin/hi^S^r^iZi^^^ t^eaveis i the Industry, witnesses agreed that on account of direct
onZ -ir "n "^.T' '^""^^ ^« P^i^^ ^^«^^ing rayon cloth n socalled silk mills than in so-called cotton mills." It was i^pea"eclly
(IV)
Vtestified that weaving must be on the same cost basis for both sets
of mills.
The wage level proposed in this code is identical with that in the
cotton textile code, under which the National Rayon Weavers Asso-
ciation is operating.
Objection to the wages and hours provision relied on the conten-
tion that both the Cotton Code and the Silk Code, if adopted, would
provide too low a level rather than that silk alone should bear a
higher rate.
A great deal of the testimony in this respect failed to understand
the extent to which provision for the maintenance of differentials
protects wages in the upper brackets. Explanation for this is found
partly in the fact that, in contrast to the other textile industries,
the minimum wage will apply to only about 10% of the employees
in the Silk Textile Industry. As the public at large and to a con-
siderable extent the witnesses gave attention only to the minimum
rate and not to provision for maintenance of differential, they
were primarily conscious of the fact that the minimum is substan-
tially below the wage rate of f.bout 90% of the Industry. In spite
of the consequent protest against the wage rate itself, no evidence
was submitted against the claim to equal treatment with rayon
weaving.
RESUME OF PROVISIONS OF THE CODE
The code provides for a forty hour work week, allowing for a
10% tolerance in the case of certain classes of maintenance em-
ployees, and an average of forty hours over a twelve weeks period
with respect to others, including office workers.
Minimum wages are at the' rate of $12 in the southern section
and $13 in the northern section for forty hours of labor. An excep-
tion from this minimum is with respect to learners, not to exceed 5%
of the total pay roll, during a six weeks apprenticeship, during
which time they are to receive 80% of this minimum. Provision
is made for maintaining previously existing differences between
classes receiving more than the minimum and special provision is
made for adjustment with the approval of the Administrator of
those cases where this provision results in disparity of wage rates
for the same work. It will be noted that numerous classes of labor
exempted from minimum wage provisions in other textile codes
are not so exempted in this one.
Provision is made to keep on the pay rolls some of the physically
incapacitated by permitting the employment of 1% of the total
number of such employees at not less than $8 per week.
Child labor is prohibited.
Trade objections to the application of details of the provision have
been largely met by revision of the code.
The general planning committee set up by the code and designated
to cooperate with the Administrator consists of eleven representa-
tives, so that each of the several branches of the industry as defined
can be given a voice on the planning and fair practice agency.
Method of election is to be approved by the Administrator.
VI
Extensive provisions are made against style piracy, discriminating
between customers similarly situated, selling below cost, and the
making of unconfirmed contracts. Consignment is rigidly restricted.
Standard terms are set u^ for nine divisions of the industry.
Productive machinery is limited in its operation to two shifts of
40 hours pier week,
FINDINGS
The Administrator finds that
:
(a) This code complies in all respects with the pertinent provi-
sions of Title I of the Act, including without limitation subsection
(a) of Section 7 and subsection (b) of Section 10 thereof.
(b) The Silk Association of America to be truly representative of
the Silk Textile Industry. The By-Laws of this association provide
no inequitable restrictions to membership.
(c) The code is not designed to promote monopolies or to eliminate
or oppress small enterprises and will not operate to discriminate
against them and will tend to effectuate the policy of Title I of the
National Industrial Eecovery Act.
(d) While not generally understood by the public, the code pro-
vides protection for substantially higher wage level than prevailed
prior to the initiation of the recovery program.
(e) The code provides trade practices calculated to bring some
uniformity of practice into an industry of many small units.
I recommend that the code be approved.
Kespectfully submitted.
Hugh S. Johnson,
Administrator.
CODE OF FAIR COMPETITION FOR THE SILK TEXTILE
INDUSTRY
Preamble
To effectuate the policies of Title I of the National Industrial
Recovery Act, the following provisions are submitted as a Code of
Fair Competition for the Silk Textile Industry, and upon approval
by the President shall be the standard of fair competition for such
Industry, and shall be binding upon every member thereof.
Article I—DEFiNmoNS
1. The term " industry as used herein, means the manufacture
of silk and/or rayon and/or acetate yarn (or any combination
thereof) woven fabrics or any of the processes of such manufacturing
except throwing, but it shall not include such manufacturing of rayon
and/or acetate yarn fabrics as are governed by the provisions of the
Cotton Textile Code. The term shall include also tne converting of
the woven fabrics enumerated above, the manufacture of silk, rayon,
and/or acetate yam sewing threads, spun silk, woven labels, and shall
include such other related branches whether engaged in merchandis-
ing or manufacturing as may from time to time be brought within
the provisions of this Code.
2. The term " employer ", as used herein, means any person who
employs labor in the conduct of any branch of the industry.
3. The term " employee ", as used herein, means any person em-
ployed in the conduct of any branch of the industry (including a
proprietor, his family, and his relatives doing production work).
4. The term " productive employee ", as used herein, means any
employee in the industry, except office employees, repair-shop crews,
engineers, electricians, firemen, supervising staff, and shipping,
watching, and outside crews.
'5. The term " productive machinery " as used herein means all
looms, and all winders, warpers, coppers, or quillers, when used for
commission work, dressing frames for the spun-silk industry, spool-
ing, coning, balling, tubing, and skeining for the sewing thread and
floss industry.
6. The term " person " as used herein means any individual, part-
nership, association, trust, or corporation.
7. The word "Association ", as used herein means " The Silk Asso-
ciation of America, Inc.", or its successor.
8. The word " Division " as used herein means any branch of the
industry having a Divisional Committee and operating through the
Association.
9. The term " converting " as used herein means the business of
owning unfinished or greige goods for the purpose of having same
(1)
processed for one's own account, having same bleached, dyed, or
printed, and subsequently selling same to the jobbing, cutting, or
retail trade.
Article II
Employers shall comply with the requirements of the National
Industrial Kecovery Act as follows:
1. That employees shall have the right to organize and bargain
collectively through representatives of their own choosing, and shall
be free from the interference, restraint, or coercion of employers of
labor, or their agents, in the designation of such representatives, or
in self-organization or in other concerted activities, for the purpose
of collective bargaining or other mutual aid or protection
;
2. That no employee and no one seeking employment shall be re-
quired as a condition of emplojonent to join any company union or
to refrain from joining, organizing, or assisting a labor organization
of his own choosing; and
3. That employers shall comply with the maximum hours of labor,
minimum rates of pay, and other conditions of employment approvea
or prescribed by the President.
Abticle III
—
Hours of Labor and Machinery Hours
1. Employers shall not operate on a schedule of hours of labor for
their productive employees in excess of forty (40) hours per week
and they shall not operate productive machinery in the industry for
more than two shifts of forty (40) hours each per week.
2. No other employee (excepting repair-shop crews, engineers,
electricians, firemen, supervising staff, shipping, watching, and out-
side crews) shall work more than 480 hours in any twelve weeks, an
average of 40 hours a week; and not more than 48 hours in any 'one
week.
3. The maximum hours of labor of repair-shop crews, engineers
and electricians shall, except in case of emergency work, be 40 hours'
a week with a tolerance of 10 percent. Any emergency time in any
establishment shall be reported monthly through the Association to
the Caeneral Planning Committee hereinafter provided. A schedule
ot maximum hours for outside crews shall be submitted to the Ad-
ministrator for approval not later than January 1, 1934. Overtime
above 40 hours to be paid for at time and one third.
4 Where a State law specifies a lower maximum number of hours
that must not be exceeded, the requirements of such State law shallgovern within that State.
5. The provisions for maximum hours establishes a maximum num-ber of hours of labor per week for each employee so that under no
circumstances shall any employee be employed or permitted to work
stib^d^rmL^r ofVour^!^^'^^
''""^''''^ ^ ^^^^
Article IV—Minimum Wages
1. The minimum wage that shall be paid by employers to any oftheir employees-except learners-shall be at the rate of $trper
3week when employed' in the Southern section and at the rate of $13
per week when employed in the Northern section, for forty hours
of labor. The Southern section shall include the States of Virginia,
North Carolina, South Carolina, Georgia, Tennessee, Alabama, Miss-
issippi, Louisiana, Texas, and Florida ; the words " Northern sec-
tion are defined to mean the rest of the United States.
2. A learner is hereby defined as one who has served an apprentice-
ship of less than six weeks in the industry and the rate of pay of such
employees shall not be less than 80 per cent of the minimum rate.
For the purpose of wage classification, learners in any plant shall
not exceed 5 percent of the total number of employees in that plant.
3. The amounts as of July 1, 1933, by which wages in the higher-
paid classes, up to $30 per week, exceed wages in the lowest-paid
classes, shall be maintained. But no employer, upon obtaining the
consent of the Administrator, need increase wages in the higher-paid
classes beyond those maintained by other employers who have in-
creased their wages in accordance with the above provision for tho
same class or kind of labor in the same wage district.
4. Employees who are physically incapacitated may, of their own
volition, waive their right to minimum wages, but no employer shall
employ such workers at less than standard piece rates or at less than
the rate of $8.00 per week for time work; no employer employing
one hmidred (100) or less employees may include within the category
of physically incapacitated employees more than one (1) such em-
ployee; and no employer employing more than one hundred (100^
employees shall include within such category more than one (1)
percent of his employees.
Article V
—
Age Limit
No person under the age of sixteen shall be employed in the indus-
try'; it is provided, however, that where a State law provides a
higher minimum age, no person below the age specified by such State
law shall be employed within that State.
Article VI
—
Administeattve Agency
1. To effectuate further the policies of the Act, a General Planning
Committee is hereby designated to cooperate with the Administrator
as a Planning and Fair Practice Agency for the industry. The
Committee shall consist of eleven representatives of the industry
elected by the members of the Association and such other employers
as agree to bear their proportionate cost of the administration of this
Code. This Committee shall be chosen by a fair method of selection,
approved by the Administrator, and shall have in addition not more
than three members without vote appointed by the President of the
United States. Such agency may from time to time present to tho
Administrator recommendations, based on conditions in the industry
as they may develop, which will tend to effectuate the operations of
the provisions of this Code and the policy of the Act. Such recom-
mendations, when approved by the Administrator, shall have the
same force and effect as any other provisions of this Code.
42. Such Committee shall not present to the Administrator any
Code or proposed amendment of any Code affecting any " Division
of the Industry without first conferring with that " Division or
its representatives, and if such " Division " does not consent thereto,
criving the division notice of date of proposed presentation.
3. No " Division " shall make any application to the Administrator
for the approval of any Code or amendment thereof without first
notifying such Committee and giving it notice of the proposed date
of presentation and hearing thereof.
4. The expenses of the administration of this Code shall be equi-
tably assessed by the Committee against the members of the Associa-
tion and all other employers who signify their assent to bear a pro-
portionate share of such expenses.
Ajrttcle VII
—
Reports
1. With a view to keeping the President informed as to the ob-
servance or nonobservance of this Code of Fair Competition, and
as to whether the industry is taking appropriate steps to effectuate
the declared policy of the Act, each employer will furnish the General
Planning Committee, as and when required, with duly certified re-
ports in substance as follows and in such form as may hereafter
be provided
:
(a) Wages and hours of labor.—Eeturns every four weeks showing
actual hours worked by the various occupational groups of employees
and minimum weekly rates of wages.
(b) Machinery data.—Mills having no looms but doing commission
warping, winding copping and/or quilling, and other activities speci-
fied under " productive machinery
,
must furnish every four weeks
such reports and information called for pursuant to the provisions
of this or any amended Code. In the case of mills that have looms,
returns shall be made every four weeks, showing the number of
looms in place, the number of looms actually operated each week,
the number of shifts, and the total number of loom hours each week.
(c) Reports of production, stocks, and orders.—^^Veekly returns
showing production, in terms of the commonly used unit, i.e., linear
yards or pounds or pieces; stocks on hand, both sold and unsold,
stated in the same terms, and unfilled orders stated also in the same
terms. The "Association " address 468 Fourth Avenue, New York
City, is constituted the agency to collect and receive such reports.
2. Each person shall, from time to time, upon request of the
Administrator or of the General Planning Committee approved by
the Administrator, furnish any other reports and information called
for pursuant to the provisions or pertinent to the purposes of this or
any amended Code.
Article VIII
—
Competitive Practices
1. Every employer shall grant equal terms and prices to all persons
making the same or similar purchases or offers to purchase from him.
2. ISo employer shall sell or take orders to manufacture below his
cost of production. The General Planning Committee shall, subject
to the approval of the Administrator, define « cost of production "
5for the purposes of this Code, and the foregoing provision of this
paragraph shall not become eflFective until such definition has been
approved by the Administrator.
3. T\Tiere goods are shipped on consignment or memorandum, every
employer shall require payment within ten days of receipt, at the
invoice rate of the date of shipment, luiless goods are sooner re-
turned, except Avhere defects are not discoverable by the buyer after
reasonable inspection at the time of delivery, in which case he must
require an immediate claim upon discovery.
4. Employers must require all disputes as to claims on finished
merchandise to be made in writing, within ten working days after
the receipt of the goods bv the buyer, and shall refuse ito make any
allowance on goods after they have been cut, except where defects are
not discoverable by reasonable inspection at any time prior to the
cutting, in which event the employer must require an immediate
claim upon discovery.
6. No employer shall take orders for, or print, or jacquard weave
any design not registered with the Textile Design Registration
Bureau of the Silk Association of America, Inc., or its successor; or
do any work on any registered design except with the written consent
of the person making the registration. This rule shall not apply to
sewing threads, tie fabrics, tmsel fabrics, and flosses.
6. Every employer shall require confirmatory signed contracts in
all transactions in excess of $500 between himself and buyers from or
sellers to him ; shall keep all documents, records, and book entries as
are necessary to reflect and permit easy ascei'tainment of on inspec-
tion, all transactions^ and all modifications thereof; and shall not
omit to make or obtain, in whole or in part, any record or document
usually made in the normal course of business.
7. Every employer shall endeavor to effect appropriate adjust-
ment in contracts entered into prior to the effective date of this
Code, where increased costs or delay will result from the operation
of this Code. The Association is hereby constituted an agency to
assist in effecting such adjustments where the facts are not agreed
upon by the parties.
Article IX
—
Ajiendments, Modifications, and Additions
1. Such of the provisions of this code as are not required to be
included therein by the National Industrial Recovery Act may, with
the approval of the President, be modified or eliminated in such
manner as may be indicated by the needs of the public, by changes
in circumstances, or by experience; all the provisions of this code,
unless so modified or eliminated, shall remain in effect until the
expiration date of Title I of the National Industrial Recovery Act.
2. In order to enable the industry to conduct its operations sub-
ject to the provisions of this code, to establish fair trade practices
within the industry and with those dealing with the industry and
otherwise to effectuate the purpose of Title I of the Act, supple-
mentary provisions of this cocie or additional codes may be sub-
mitted from time to time for the approval of the President.
3. This Code and all the provisions thereof are expressly made
subject to the right of the President, in accordance with provisions
6of Clause 10 (b) of the National Industrial Recovery Act, from
time to time to cancel or modify any order, approval, license, rule,
or regulation issued under Title I of said Act, and specifically to
the right of the President to cancel or modify his approval of this
Code or any conditions imposed by him upon his approval thereof.
Abttcle X
A committee of three shall be appointed by the Administrator to
study machine load per operative and report to the Administrator.
Article XI
The following standard terms for each of the respective divisions
shall be adhered to
:
BROAD GOODS WEAVERS AND CONVERTERS
For raw broad goods, terms shall not exceed 60 days. For fin-
ished broad goods, the term^ shall not exceed 6/10/60 or a maximum
of 8/10 e.o.m. Additional dating as of the first of the following
month may be given on any merchandise delivered after the 25th or
the month and no anticipation shall be allowed at any rate higher
than 6% per annum. No optional terms to be given.
HAT BANDS
For wholesale manufacturers of hats in the United States of
America.
Terms, 10/10, e.o.m., 25th of the month as of the first of the fol-lowmg month
;
payment to be made in currency, check, or if made
in trade acceptance or note, interest must be paid at the rate of 6%
per annum
;
anticipation to be at the rate of G% per annum.
All sales ghall be made on the basis of f.o.b. shipping point. Six
months after date of contract, any goods undelivered shall be billed
and such billing shall constitute delivery.
RIBBONS
All sales of ribbons shall be on the basis of 6/10/60 or 7/10 e o m
or its equivalent, shipped after the 25th of the month as of the
nrst of the following month. Anticipation at the rate of 6% perannum. No seasonal datings shall be granted. All past due bills
Sfn t'ri'^'T' ^^'^ ^« "bbon maiu?acturer shaU
n^^^pS rt'^ °" consignment or memorandum except to dulyaccredited factors and/or authorized selling agents. Each ribbon
manufacturer shall register with the Silk Association his authorized
oj'rep'o'e'se'd Sr'Vb'/^^ ^^^^^ ^^^^^ redyedr reproce se free of charge. No exchanges shall be made- notender of return shall be accepted after tin days except in th«case of merchandise originally submitted as samples and except tn
XeTon at'tre'otd^^ ^'"'^'^ not discoverable by rSsotwe
mu^ ll^^iS^4^^''^^^^^^Z^!^^
7f.o.b. shipping point. The provision in Article VIII, paragraph 6,
in regard to confirmation of all orders by signed contracts shall
apply only to orders for future delivery in excess of three weeks.
Where a contract covers the sale of goods in which the assortments
are not determined at the time of sale, there must be three weeks
time allowed for delivery to be made.
SEWIXG THEEADS AND FLOSSES
No goods may be consigned or shipped on memorandum. No
datings may be allowed. The goods of other sewing thread and
floss manufacturers must not be purchased or exchanged for the
purpose of substitution. Cash discount, 2%, 10 days, e.o.m., may
not be exceeded, but goods shipped between the 25th and the end of
the month may, for discount purposes, be considered as shipped
as of the first of the following month. No jDrotection to retail ac-
coimts on their unsold stocks in case of decline in price. Stock pro-
tection to Notion Jobbers on 30-day purchases previous to date of
decline is proper, provided such purchases do not exceed the stock on
hand at the time of ckvline. Should the purchases amount to more
than the gtock on hand, the protection will be stock on hand.
SPECIAL FABRICS
Shipping on memorandum and billing at a later date constitutes
an unfair method of competition as it defeats uniform selling terms.
Any goods invoiced on memorandum which are subsequent!}' in-
voiced regularly shall be billed on the date of shipment on memo-
randum. At the beginning of the spring season spring goods are to
be dated no later than December 1, and at the beginning of the fall
season fall goods are to be dated not later than July 1. On finished
merchandise the maximum terms are to be 6% , 10 days, and 60 days'
dating, or a maximum of 8%, 10 days e.o.m., goods shipped after
the 25th of the month to be dated from the first of the following
month.
SPUN YARNS
Maximum discount shall be 2%, 10 days, e.o.m. Allowance for
cooperative advertising and sale promotion between buyer and seller
may be permitted on novelty yarns. Purchasers shall not be allowed
any commissions, bonuses, rebates, subsidies, or privileges of any
kind, whether in form of money, services, or otherwise. No close-
out sales shall be made without the permission of the Divisional
Planning Committee.
TIE FABRICS
6/10/60, no e.o.m., dating. Anticipation at the rate of 6% per
annum. Interest shall be paid on defei'red deliveries at the rate of
6% per annum. Not more than sixty days shall elapse between
delivery of samples and delivery of merchandise. No orders for
sample lengths shall be taken without orders for goods for later de-
livery. No extra dating shall be given on samples. No member of
8the Tie Silk Industry shall ship merchandise on consignment or
memorandum except to his duly accredited agent.
WOVEN LABELS
Shipping on memorandum and billing at another date constitutes
an unfair method of competition and no goods shall be billed more
than sixty days after date of shipment. Terms, 2/10 e.o.m.
THROWN SILK, THROWN EATON, AND SYNTHIITIC YARN DEALERS
All transactions between buyer and seller shall be confirmed by
signed contracts and subject to following terms: To Hosiery Manu-
facturers, 1/10 e.o.m., net 60 days' trade acceptance from date of
shipment; to Weavers, 10 days, 1%. net 60 days' trade acceptance
from date of shipment. Interest shall be paid on deferred deliveries
at the rate of 6% per annum.
Article XII
This Code shall become effective on the second Monday following
its approval by the President.
o
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EXECUTIVE ORDER
Code of Fair Competition for the Soap and Glycerine Manu-
facturing Industry
An application having been duly made, pursuant to and in full
compliance with the provisions of title I of the National Industrial
Recovery Act, approved Jime 16, 1933, for my approval of a Code of
Fair Competition for the Soap and Glycerine Manufacturing Industry,
and hearings having been held thereon and the Administrator having
rendered his report containing an analysis of the said code of fair
competition together with his recommendations and findings with
respect thereto, and the Administrator having found that the said
code of fair competition comphes in all respects with the pertinent
provisions of title I of said act and that the requirements of clauses
(1) and (2) of subsection (a) of section 3 of the said Act have been
met:
NOW, THEREFORE, I, Franklin D. Roosevelt, President of the
United States, pursuant to the authority vested in me by title I of the
National Industrial Recovery Act, approved June 16, 1933, and
otherwise, do adopt and approve the report, recommendations, and
findings of the Administrator and do order that the said code of fair
competition be and is hereby approved.
FRANKLIN D. ROOSEVELT.
The White House,
November 2, 19S3.
Approval recommended:
Hugh S. Johnson,
Administrator.
October 13, 1933.
The President,
The White House.
Sir: This is a report of the hearing on the Code of Fair Competi-
tion for the Soap and Glycerine Manufacturing Industry conducted
in Washington on the 5th of October 1933, in accordance with the
provisions of the National Industrial Recovery Act.
PROVISIONS OF THIS CODE AS TO HOURS AND WAGES
Article III
—
Hours
A. No employee shall work or be permitted to work in excess of an
average of 40 hours per week in any six months' period, except as
follows:
1. Technical or professional employees such as chemists, lawvei*s,
doctors, nurses, etc., engaged in their technical or professional
capacity but not including skilled operating personnel; employees in
a managerial, supervisory, or executive capacity who receive $35 or
18932° 188-127 33 UI
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more per week; supervisors or liighly skilled workers in continuous
processes where restriction of hours would unavoidably reduce
production, and who receive $35 or more per week; employees on
emergency maintenance and repair work; watchmen; and outside
salesmen.
2. Immediate assistants to employees in a managerial, supervisory
or executive capacity, which assistants receive less than $35 per week,
and supervisors or highly sldlled workers in continuous processes
where restrictions of hours would unavoidably reduce production and
who receive less than $35 per week, who shall not work or be permitted
to work in excess of 48 hours per week.
3. Accounting, clerical, office, store, shipping, service, or inside
sales employees, who shall not work or be permitted to work in
excess of an average of 40 hours per week in any six months' period or
in excess of 48 hours in any calendar week.
4. Employees on automotive or horse-drawTi passenger, express,
delivery, or freight service, who shall not work or be permitted to work
in excess of an average of 44 hours per week in any six months'
period or in excess of 48 hours in any calendar week.
5. Engineers, firemen, water tenders, and oilers, who shall not work
or be permitted to work ia excess of 48 hours a week.
B. If any employee on an hourly rate of pay works in excess of 8
hours in any 24-hour period, or in excess of 40 hours in any calendar
week, the wage paid for excess hours shall not be less than one and
one-third the regular hourly rate.
C. If any employee works for more than one employer, no such
employer or employers shall knowingly permit such employee to work
for a total number of hours in excess of the number of hours pre-
scribed, and all employers in the industry shall exercise due diligence
to carry out the purpose of this section.
Article IV
—
Wages
A. No employee shall be paid less than 40 cents an hour, or in
southern states less than 35 cents an hour, except as follows:
1. Learners or apprentices in operations other than the light tasks
of wrapping, packaging, and filhng, and not exceeding 5 percisnt of the
total number of employees in any establishment, during the first 60
davs of apprenticeship in the industry shall be paid not less than 90
percent of the minimum rates above prescribed.
2. Employees engaged in the light tasks of wrapping, packaging,
and filhng shall be paid not less than 32^ cents an hour, or in southern
states less than 30 cents an hour. Such employees during the first 6
months of theii- employment shall be paid not less than 90 percent of
the rate herem established, but in no case shall the number of these
employees exceed 25 percent of the total number engaged in the light
tasks of wrapping, packaging, and filling.
3. Employees of the classes mentioned in subsections 3 and 4 of
paragraph A of Article III shall be paid not less than—
$15 per \veek in any city of over 500,000 population, or in the
immediate trade area of such city.
$14 per week in any other part of the United States.
4. Messengers, junior clerks, or others doing a junior grade of
othce or clerical work shall be paid not less than $12 per week, but
Vthe number of such employees shall not exceed 5 percent of the total
number of office employees in any establishment.
B. Each employee on piece work shall be paid at a rate which wiU
guarantee not less per hour than the hourly rate to which he is
entitled under this Article.
C. Based upon changes in minimum pay necessitated by the
foregoing paragraphs of this Article, each employer shall in each
estabUshment make fair and equitable readjustment of all pay
schedules.
D. There shall be no evasion of this Code by any member of the
industry bv reclassification of general types of occupations existing
on June 15", 1933.
Article V
—
Child Labor
No person under 16 years of age shall be employed in this industry.
ECONOMIC EFFECT OF THE CODE
This Code covers a producing industry in which seasonal peaks
largely have been eliminated so that average figures present an
imusually accurate picture of conditions. Employment fell steadily
from a high of 20,000 in 1919 to 13,500 in 1932 in the face of steady or
even increasing volume of output. Obviously such a condition
reflects a period of mechanization. Basic processes now appear to
be largely machine operations but there still remains a considerable
quantity of fight hand labor in wrapping and packaging, which labor
wiU be replaced but slowly by machinery if labor rates for such work
are not too high. This situation warrants the differential for these
operations contained in the Code, but I wish to call your attention
to the fact that the minimum rates for such work established in the
Code are not unusually low.
With the stabifity of employment existing in this Industry, together
with early adoption of the President's Reemployment Agreement
by its members, total employment in July 1933 was practicaUy that
of 1929, although the average hours of work per week of 86% of the
employees was nearly forty-eight. The reduction of hours as provided
in the Code to an average of 40 per week with a penalty overtime
rate for hours over eight per day or 40 per week should increase total
employment to a figure better than that of 1929, wliicli will mean a
reversal of the shrinldng trend of the previous thirteen years.
I wish to point out that only about 1% of this industry is in the
South. As the consequence, the total effect of the southern differen-
tial contained in the Code is negligible, although its importance to
the existing factories in the South is tremendous. Certainly the
differential is not sufficient to make profitable a southern movement
of units of the Industry.
FINDINGS
The Administrator finds that
(a) The Code as recommended complies in all respects with the
pertinent provisions of Title I of the Act, including, without limita-
tion, subsection (a) of Section 7 and subsection (b) of Section 10
thereof; and that—
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(b) The applicant group imposes no inequitable restrictions on ad-
mission to membership therein and is truly representative of the Soap
and Glycerine Manufacturing Industry; and that
—
(c) The Code as recommended is not designed to promote monop-
olies or to eliminate or oppress small enterprises and will not operate
to discriminate against them, and will tend to effectuate the policy
of Title I of the National Industrial Recovery Act.
It is recommended, therefore, that this Code be immediately
adopted.
Respectfully,
Hugh S. Johnson,
Administrator.
CODE OF FAIR COMPETITION FOR THE SOAP AND
GLYCERINE MANUFACTURING INDUSTRY
ARTICLE I-—^PURPOSES
To effectuate the policies of Title I of the National Industrial
Recovery Act, the following provisions are submitted as a Code of
Fair Competition for the Soap and Glycerine Manufacturing Industry,
and upon approval by the President of the United States, shall be
the standard of fair competition for tliis industry.
ARTICLE II—DEFINITIONS
1. The term "Soap and Glycerine Manufacturing Industry" as
used herein includes the manufacturing in Continental United States
of household, industrial, and toilet soaps and soap products, and
glycerine which is a by-product of the saponification industries, to-
gether with, such branches or subdivisions thereof as may from time
to time, upon approval of the President of the United States or his
authorized representative, be included under the provisions of this
Code. This definition shall not, however, bar this Code and/or sup-
plemental codes or agreements submitted by the Code Authority or
other Agencies set up \mder tliis Code, from applying, when approved
by the President or his authorized representative, to detergent,
cleanser, or related industries; nor shall this definition bar the appli-
cation of this Code and/or such supplemental codes or agreements
from appl_ying, when approved by the President or his authorized
representative, in such territories outside of Continental United States
as may be si>ecifically covered in such approval.
2. The term "employee " as used herein includes any person engaged
in any phase of the industry in an}' capacity in the nature of employee
irrespective of the method of payment of liis compensation. The
term "employer" includes anyone by whom such an employee is so
engaged.
3. The term "member of the industry" as used herein includes any
employer who shall be subject to this Code. The term "member of
the Code" includes any member of the industry who shall expressly
signify assent to this Code.
4. The term "Association" as used herein means the Association
of American Soap and Glycerine Producers, Inc., a membership cor-
poration, not for profit, organized and existing under the laws of the
State of Delaware. The term "Board of Directors" means the Board
of Directors of said Association.
5. The term "southern states" as used herein includes Virginia,
North Carolina, South Carolina, Tennessee, Arkansas, Georgia,
Alabama, Mississippi, Louisiana, Texas, and Florida.
6. The term "Act" as used herein means Title I of the National
Industrial Recovery Act. The term "President" means the Presi-
dent of the United States.
(1)
27. The term "effective date " as used herein means the first Monday-
ten days or more after this Code shall have been approved by the
President. The term "six months' period" means the 26 weeks'
period beginning with the effective date, and each 26 weeks' period
thereafter until the expiration of this Code or of the Act.
8. Population for the purposes of this Code shall be determined by-
reference to the 1930 Federal Census.
Article III
—
Hours
A. No employee shall work or be permitted to work in excess of
an average of 40 hours per week in any six months' period, except
as follows:
1. Technical or professional employees such as chemists, lawyers,
doctors, nurses, etc., engaged in their technical or professional capac-
ity but not including skilled operating personnel; employees in a
managerial, supervisory, or executive capacity who receive $35 or
more per week; supervisors or highly skilled workers in continuous
processes where restriction of hours would unavoidably reduce pro-
duction, and who receive $35 or more per week; employees on emer-
gency maintenance and repair work; watchmen; and outside salesmen.
2. Immediate assistants to employees in a managerial, supervisory,
or executive capacity, which assistants receive less than $35 per week,
and supervisors or highly skilled workers in continuous processes
where restrictions of hours would unavoidably reduce production
and who receive less than $35 per week, who shall not work or be
permitted to work in excess of 48 hours per week.
3. Accounting, clerical, office, store, shipping, service, or inside
sales employees, who shall not work or be permitted to work in excess
of an average of 40 hours per week in any six months' period or in
excess of 48 hours in any calendar week.
4. Employees on automotive or horse-drawn passenger, express,
delivery, or freight service, who shall not work or be permitted to
work in excess of an average of 44 hours per week in any six months'
period or in excess of 48 hours in any calendar week.
5. Engineers, firemen, water tenders, and oilers, who shall not
work or be permitted to work in excess of 48 hours a week.
B. If any employee on an hourly rate of pay works in excess of 8
hours m any 24-hour period, or in excess of 40'hours in any calendar
week, the wage paid for excess hours shall not be less than one and
one third the regular hourly rate.
C. If any employee works for more than one employer, no such
employer or employers shall knowingly permit such employee to
work for a total number of hours in excess of the number of hours
prescribed, and all employers in the industry shall exercise due dUi-
gence to carry out the purpose of this section.
Article IV—Wages
A No employee shall be paid less than 40 cents an hour, or inBouthorn states less than 35 cents an hour, except as follows-
1. Learners or apprentices m operations other than the light tasks
of wrapping, packaging and filling, and not exceeding 5 percent of thetotal number of employees in any establishment, during the first60 days o apprenticeship in the industry shall be paid nol less than90 percent of the minimum rates above prescribed
32. Employees engaged in the light tasks of wrapping, packaging and
filling shall be paid not less than 32^2 cents an hour, or in southern
states less than 30 cents an hour. Such employees during the first 6
months of their employment shall be paid not less than 90 percent
of the rate herein established, but in no case shall the number of
these employees exceed 25 percent of the total number engaged in
the light tasks of wrapping, packaging, and filling.
3. Employees of the classes mentioned in subsections 3 and 4 of
paragraph A of Article III shall be paid not less than
—
$15 per week in any city of over 500,000 population, or in the
immediate trade area of such city.
$14 per week in any other part of the United States.
4. Messengers, junior clerks, or others doing a junior grade of
office or clerical work shall be paid not less than $12 per week, but
the number of such employees shall not exceed 5 percent of the total
number of office employees in any establishment.
B. Each employee on piece work shall be paid at a rate which will
will guarantee not less per hour than the hourly rate to which he is
entitled under this Article.
C. Based upon changes in minimum pay necessitated by the fore-
going paragraphs of this Article, each employer shall in each estab-'
lishment make fair and equitable readjustment of all pay schedules.
D. There shall be no evasion of this Code by any member of the
industry by reclassification of general types of occupations existing
on June 15, 1933.
Article V
—
Child Labor
No person under 16 years of age shall be employed in this industry.
Article VI
—
Administration
A. To further effectuate the policies of the Act, the Board of
Directors of the Association is set up as a Code Authority for the
Soap and Glycerine Manufacturing Industry to cooperate with the
President or his authorized representative in the administration of
this Code. The President or his authorized representative may
designate not to exceed three additional members, without vote, on
such Code Authority. The Method of electing the Board of Directors
of the Association shall be fair and equitable and subject to the
approval of the President or his authorized representative.
B. Any member of the industry is eligible for membersliip in the
Code and in the Association, and there shall be no inequitable re-
strictions on such membership. Members of the Code shall be
entitled to share the benefits of the activities of the Code Authority
and shall bear their proportionate shares of the expenses of mainte-
nance of the Code Authority and its activities.
C. Branches or subdivisions of the industiy, including product
divisions and/or geographical sections of the Association, may, when
approved by the President or his authorized representative, establish
their own Planning and Fair Practice Agencies which shall each be
self-governing in respect to conditions or problems relating exclu-
sively to said branches or subdivisions, providing that no action of
any such Agency shall be inconsistent \\-ith the purposes and pro-
visions of this Code or the Act ; and provided further that no supple-
^1
mental agreements, recommendations, or provisions shall be sub-
mitted to the President by the Code Authority or any Planning and
Fair Practice Agency without first having been approved by duly
recorded vote of the branches or subdivisions concerned. The
method of voting in each branch or subdivision shall be fair and
equitable and subject to the approval of the President or his author-
ized representative. Members of each branch or subdivision shall
bear their proportionate shares of the expenses of maintenance of
such branch or subdivision. Apphcation for the establishment of
any Planning and Fair Practice Agency, and any recommendations
or reports by such Agency when established, shall be transmitted
promptly to the President or his authorized representative through
the Code Authority.
D. The Code Authority and Planning and Fair Practice Agencies
established under this Code shall have the following duties and powers
to the extent permitted by the Act and subject to review by the Presi-
dent or his authorized representatives:
1. The Code Authority shall administer this Code and shall main-
tain all activities pertinent thereto, such as obtaining from employers,
reports requested by the President or his authorized representative in
respect to wages, hours of labor, conditions of employment, and other
matters pertinent to the purposes of the Act. Members of the indus-
try shall furnish such reports and information promptly, and reports
shall be notarized when required. The Code Authority shall desig-
nate the agent or agents to whom reports shall be submitted, except
that the Planning and Fair Practice Agencies established in accord-
ance with this Code may designate the agent or agents to whom mem-
bers of the branch or subdivision concerned shall submit their reports.
The selection of agents and statistical methods used by them in col-
lecting and compiling information shall be subject to review by the
President or his authorized representative. Where reports are of a
confidential nature they shall be confidential to the agent or agents des-
ignated and to any designated Government agencies, and the informa-
tion so collected shall be disseminated without indi\d(iual identification
and only in combination with other information of the same type, and
shall be notarized when required. The confidential nature of the infor-
mation requested from members of the industry shall be determined by
the Code Authority, subject to review by the President or his author-
ized representative, and all such ruhngs shall be general in apphca-
tion and shall not vary as between members of the same branch or
subdivision of the industry. Any of the foregoing information shall
be furnished by the Code Authority to such government agencies as
the President or his authorized representative may designate to
effectuate the purposes recited in Section 3 (a) of the Act. This
article shall not relieve any member of the industry from continuing
to make customary statistical reports to Government departments.
^Vr P^^^ Authority or Planning and Fair Practice Agencies
established under this Code shaU study trade practices with a view to
makmg recommendations to the President or his authorized repre-
sentative.
f"^^^
Authority of Planning and Fak Practice Agencies
established under this Code, shall make studies in an effort to deter-
mine fair and uniform cost-finding procedures. If and when such
cost-finding procedures are approved by the President or his author-
5ized representative, then sales below cost as determined by such
approved procedures shall be an unfair method of competition.
.
Article VII
—
Collective Bargaining
1. Employers shall comply with the following requirements of
Section 7 (a) of the Act:
"Employees shall have the right to organize and bargain collec-
tively through representatives of their own choosing, and shall be
free from the interference, restraint, or coercion of employers of
labor, or their agents, in the designation of such representatives or
in self-organization or in other concerted activities for the purpose of
collective bargaining or other mutual aid or protection; (2) no em-
ployee and no one seeking employment shall be required as a condi-
tion of employment to join any company union or to refrain from
joining, organizing, or assisting a labor organization of his own
choosing, and (3) employers shall comply with the maximum hours
of labor, minimum rates of pay, and other conditions of employment
approved or prescribed by the President."
Article VIII
—
General
1. In accordance ^vith Section 10 (b) of the Act, this Code and all
the provisions thereof are expressly made subject to the right of the
President from time to time to cancel or modify any order, approval,
license, rule, or regulation issued under Title I of said Act and spe-
cifically, but without limitation, to the right of the President to can-
cel or modify his approval of this Code or any conditions imposed
by him upon his approval.
2. Within each state, members of the industry shall comply wath
anv laws of such state imposing more stringent requirements regu-
lating the age of employees, wages, hours of work, or health, fire, or
general working conditions, than under this Code.
3. If any employer subject to this Code is also an emploA^er in any
other industry, the pro\asions of this Code shall apply to and affect
only that portion of his business which is subject to this Code.
4. This Code shall cease to be eft'ective upon the expiration of the
Act or upon decision of the President, prior to such expiration, to
cancel his approval of this Code.
o
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July 26, 1933.
EXECUTIVE ORDER
A Code of Fair Competition for the Wool Textile Industry,
having been heretofore submitted to the Xational Recovery Adminis-
tration, hearings having been held thereon, and an Amended Code
of Fair Competition having been submitted on July 25, 1933, said
original Code and said Amended Code having been submitted by
duly qualified and authorized representatives of the Industry com-
plying with the Statutory requirements as representing eighty per-
cejit of the capacity of the Industry, and said Code being in full
compliance with all pei-tinent provisions of the National Industrial
Recovery Act, Now Therefore
Pursuant to the authority vested in me by Title I of the National
Industrial Recovery Act, approved June 16, 1933, on the report and
recommendation of the Administrator appointed by me under the
authority of said Act, and on consideration
:
It is ordered that the said Code of Fair Competition for the
Wool Textile Industrj% as amended and submitted on July 25, 1933,
is hereby approv^ed, subject to the following condition
:
(1) To effectuate further the policies of the Act, a Wool Textile
Industry Committee be created to cooperate with the Administrator
as a Planning and Fair Practice agency for the Wool Textile Indus-
try, which Committee shall consist of five representatives of the
Wool Textile Industry elected by a fair method of selection, to be
approved by the Administrator, and three members without vote
appointed by the Administrator.
Franklin D. Roosevelt.
Approval Recommended:
Hugh S. Johnson.
(m)
NATIONAL RECOVERY ADMINISTRATION
To the President:
Introduction
This is a report of the hearing on the Code of Fair Practice for the
Wool Textile Industry in the United States, conducted in Washing-
ton on July 24th and 25th, 1933, in accordance with the provisions
of the National Industrial Recovery Act.
The following exhibits are included and attached
:
1. Final code submitted.
2. Notice of hearing.
3. Bylaws of the National Association of Wool Manufacturers,
4. Notice of hearing sent by National Association of Wool
Manufacturers to its membership together with lists 5f
membership.
5. Statement of procedure.
6. Transcript of the records.
7. List of witnesses.
In the conduct of the hearing every person who had filed a request
for an appearance was freely heard in public and all statutory and
regulatory requirements were complied with.
The code which is attached was presented by duly qualified and
authorized representatives of the industry, and complies with the
statutory requirements, as representing fully eighty percent of the
wool textile machinery, including both looms and spindles.
Economic and Statistical Analysis
The first significant factor to consider in connection with the wool
textile industry is the fact that since 1923 the gross volume of the
industry has been constantly declining, measured both by the per
capita consumj^tion of woven goods and the total machinery activity
of the industry. In 1923 the per capita consumption of all worsted
and woolen woven goods was 7.26 square yards. In 1929 the per
capita consumption was 5.41 square yards. Per capita consumption
of dress goods for women's wear declined fi'om 3.08 square yards in
1909 to .58 in 1929, an 81 percent decline. In 1923 the average broad
loom hours per week were 2,560,000; by 1932 the broad loom hours
had consistently fallen to an average of 1.170.000 hours per week.
Due to this constant decline, resulting from the inroads of com-
peting textile fabrics and changes in living habits and styles, the
wool textile industry has had extreme difficulty in readjusting its
affairs in an orderly manner. Therefore, this code is predicated
upon the assumption that the average activity of this constant period
of decline 1923-32 is a reasonable and adequate level of activity to
be attained and maintained. The average activity of the 1923-32
(IV)
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Vperiod corresponds very closely with the activity of the industry in
the year 1929.
^
A characteristic of the wool textile industry requiring special
consideration is the rather wide diversification in the various
branches of the industry.
This has been recognized by the National Association of Wool
Manufacturers in the groupings provided for in its by laws. Be-
cause of the limited availability of complete and reliable statistics
in reference to these individual branches of the industry, it is neces-
sary for the purposes of formulating this code to use figures which
had application to the industry as a whole. It is inevitable, there-
fore, that particular branches of the industry may be affected diffier-
ently by the application of a code built upon total figures of the
industry, but under the circumstances it is felt that the code as
formulated should be immediately adopted, and actual facts obtained
through the analysis of the statistics and reports provided for in
the code should become the basis in the future for any revisions
required to provide properly for the specific needs of subdivisions
of the industry.
Minimum Wages and Hours of Labor
The Wool Textile Industry Code provides a minimum wage of
$14 in the Xorth and $13 in the South for a 40-hour week. It is
significant that in this code no exceptions from the minimum wage
are made for learners or any other class of workers.
According to a survey made by the sponsors of this code, cover-
ing a very substantial cross-section of the entire industry, it is
estimated that 43% of the total workers employed in the industry
are now receiving less than $14 per week, the minimum proposed
by this code. The average weekly wage of this entire group now
receiving less than $14 per week is $12.40 per week. Raising this
group to the minimum of $14 a week will provide an additional
weekly total payroll for the industry of approximately $100,000.
By reason of shortening hours, as provided by this Code, approxi-
mately 27,000 workers will be added to wool textile mills pay rolls
to operate the industry on the basis of the 1929 level of activity. The
addition of these 27,000 workers even at a minimum of $14 per week
would add an additional $378,000 weekly pay roll. Adding this
figure of $378,000 and the $100,000 accounted for above will mean the
addition of approximately $478,000 per week to the pay roll of the
industry, or $23,900,000 annually on a basis of full-time earnings, in
addition to' the amount added by reason of raising the wages of
the 57% of the wage earners in the industry now earning $14 or
more per week on a full-time week basis.
While no similar cross-section study of wages for the industry is
available for 1929, the United States Bureau of Labor Statistics in
its study of wages and hours in the woolen and worsted textile indus-
try published June 1929, indicated that female doffers, one of the
lowest paid classifications of the industry, were paid on an average
of 28.4 cents per hour in the year 1928, which rate may be considered
comparable to the 35-cent-an-hour minimum provided in this code.
In 1929 there were approximately 147,000 wage earners employed
in the wool textile industry. The application of the 40-hour week
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proposed by this code would require the total employment of
approximately 173,000 workers to produce the 1929 volume, or
approximately 18% more than the number employed on the average
in the year 1929.
The sponsors of the code have made the following recommen-
dations:
" The amendment to Section III prohibits the improper speeding
up of work (stretch-outs) beyond the present prevailing practices.
In adojoting this provision, we wish emphatically to record our
belief that improvements in industrial methods, if applied scientifi-
cally, have always resulted in benefits both to labor and the public.
These benefits must be preserved. On the other hand, the unscien-
tific ai^plication of this jDrinciple—the so-called stretch-out system
—
may have been detrimental to labor. In order to prevent abuses,
without hampering progress^ we hereby request the Administrator
to appoint a committee to study this problem in order to insure a
practical definition of improper speeding up of work, and to avoid
its harmful results."
When the labor representatives clearly understood that the mini-
mum wage proposed in the code applied without qualification or
exception, to learners, apprentices and casual labor alike, they at once
concuri'ed in the provisions of the code.
Machixery-Hour Limitation
The Code provides for limitation of the hours of machinery opera-
tion as a measure designed to stabilize employment and production.
In arriving at a basis for machinery-hour limitation the sponsors of
the code first gave consideration to the number of looms and spindles
available for economical and effective use. The average demand for
the 10-5^ear period from 1923 to 1932 was computed in terms of
machine-hours required. After making allowances for plant effi-
ciency, balance of preparatory machinery, and especially for normal
seasonal variations, it was estimated that if every mill in the industry
operated two shifts constantl}'^ approximately 69 plant-hours would
be required per week to produce at tlie avex-age 10-year (1923-32) rate
of consumption.
The 2 shifts of 40 machine-hours are required to maintain a 69-hour
machine-hour schedule, as only 80% of the looms in either a AVoolen
or a Worsted Mill are available for operation at anv one time.
The provision in the Code regulating machinery hours was the
only point at issue upon which a minority of the industry took ex-
ception. This minority withdrew its objection in favor of the
majority. It wm a fine exhihition of sportsmanship and unselfish-
ness. A thorough analysis of this particular problem will be under-
taken immediately to obtain the actual facts by accurate statistical
study and research.
In this connection it is recommended that the Administrator
appoint a committee of five, consisting of one of recognized expe-
rience with technical knowledge from a textile educational institu-
tion, one to represent the Administrator, one to represent the Bureau
1
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of Census, one of recognized ability in the field of economif: and
statistical research, and one of recognized ability in the wool textile
industry, but who has no direct personal interest in the industry.*******
This hearing which has brought together one of the oldest and
most highly competitive industries in the United States, might well
serve as a fitting example of the broad, liberal give-and-take attitude
which the National Industrial Recovery Act and the clarifying state-
ments which have been broadcast from Washington have created in
the minds of American Industrialists.
Respectfully submitted.
Hugh S. Johnson, Administrator.
APPLICATION FOR APPROVAL OF CODE
National Association of Wool Manufacturers,
229 Fourth Avenue, Room 302,
Neto York City, July 1933.
Telephone Algonquin 4-6434.
General Hugh S. Johnson,
Administrator under the National Industrial Recovery Act,
Washington, D.O.
Dear Sir: By this application for approval of a preliminary
code submitted herewith dealing chiefly with matters of employ-
ment as you have suggested, the wool textile industry, through this
Association, offers its whole-hearted support toward the accomplish-
ment of the objectives of the National Industrial Recovery Act.
The code provides for a shorter work week for employees, which
will increase the total number of emploj'ees; for higher minimum
wages for the shorter week than those now generally prevailing
for a longer week; for a limitation of the hours of operation of
productive machinery, with a view to the adjustment of output
to demand and to the stabilization of employment; and for the
elimination of any employment of minors below the age of sixteen.
We understand that these objectives are the first and immediate
concern of the administration and we desire to cooperate in their
attainment in our industry.
The cost of the products of the industry will be materially in-
creased by the larger wage cost per unit of product resulting from
the establishment of this code. We realize, however, that our
action in becoming subject to the code is part of the large program
of the administration looking toward the prompt increase of pur-
chasing power and the general improvement of economic conditions.
We stand ready to go forward in this industry with the initial step
toward the success of this vital effort.
We have endeavored to gather together all available data bearing
upon the subjects which we have dealt with in the code. Existing
data concerning present and past operations and such additional
facts as could be secured without unduly delaying the submission
of this code are not sufficient to allow intelligent dealing with long
range economic planning for this industry. To this end we have
provided in the code for a broad program of factual information as
the future basis for suggesting modifications of or supplements to
this code.
We must direct attention to the fact that the economic welfare of
the employees in this field has been dependent in considerable measure
upon the tariff on foreign importations. If the facts show that the
increased cost of manufacture resulting from this code requires pro-
ceedings under the section of the Act providing for protection from
(VIII)
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undue importations of competing foreign products, we expect that
the necessary official action will be taken in order to preserve security
of employment and to maintain the industi-y.
Believing that our employees and customers on their part will
loyally cooperate, we submit tliis code confident that the President,
with the recommendation of yourself and your associates under the
Act, will hereafter approve such modifications thereof covering
wages, hours of labor, or of machinery, and such supplements to this
code covering fair trade practices or other subjects as will be neces-
sary to enable this industry successfully to adjust production to
changing demands, to stabilize employment, and to serve its cus-
tomers and the public.
Respectfull}^ submitted.
The National Association of Wool Manufactdreks.
By following directors
:
Harold S. Edwards, Walter Humphrej^s, Lewis A. Hird,
William H. Folwell, Abbot Stevens, Frederic W. Tip-
per, H. M. Ashby, A. E. Bonin, Marland C. Hobbs,
Frank D. Levering, Albert C. Bowman, Rowe B. Met-
calf, Percy Ainsworth, Louis Bachmann, F. C. Du-
maine, Jr., Curt E. Forstmann, Norman J. Fox,
Franklin W. Hobbs, Richard Lennihan, Allen R.
Mitchell, Jr., Addison L. Green, Millard D. Brown,
Arthur S. Harding, Fred Wolstenholme, J. L. Hut-
cheson, Jr., Charles F. H. Johnson, R. A. Julia, Aus-
tin T. Levy, William B. MacColl, J. L. Meader, Lionel
J. Noah, W. S. Nutter, Moses Pendleton.
[seal] By Harold S. Edwards, President.
SUBMISSION OF AMENDMENTS TO CODE
National Association of Wool Manufacturers
229 fourth a\'enue, new york citt
Washington, D.C., July 25, 1933.
General Hugh S. Johnson,
Administrator under National Industrial Recovery Act,
Washington, D.C.
Dear Sir : We submit herewith a copy of three resolutions adopted
by the Board of Directors of the National Association of Wool Man-
ufacturers at a meeting held in this city on July 24, 1933. These
resolutions make amendments to the Code as presented to the Ad-
ministrator on July 15. 1933, pursuant to authority granted to the
Board of Directors by the Association in a resolution adopted by the
Association on July i4, 1933.
These amendments are made pursuant to suggestions made by
you, and we desire to make some comments thereon.
The amendment to Section II guarantees, in the higher brackets,
at least the same weekly wages for the shorter week as were previ-
ously paid for the longer week. It omits any provision regarding
the preservation of existing differentials between employees in the
higher brackets. The National Association of Wool Manufacturers
plans a careful investigation of the wage problem, with a view to
obtaining greater uniformity in wage rates throughout the industry.
We believe that a rigid limitation on the changing of existing dif-
ferentials, if written into the code, would unduly hamper such a
program without adding to the practical effect of the code.
The amendment to Section III prohibits the improper speeding
up of work (stretch-outs) beyond present prevailing practices. In
adopting this provision, we wish emphatically to record our belief
that improvements in industrial methods, if applied scientifically,
have always resulted in benefits both to labor and to the public.
These benefits must be preserved. On the other hand, the unscientific
application of this principle—the so-called stretch-out system—may
have been detrimental to labor. In order to prevent abuses, without
hampering progress, we hereby request the Administrator to appoint
a committee to study this problem in order to insure a practical
definition of improper speeding up of work, and to avoid its harmful
results.
Respectfully submitted.
National Association of Wool Manufacturers,
By Harold S. Edavards, President.
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1
CODE OF FAIR COMPETITION FOR THE WOOL TEXTILE
INDUSTRY
SUBMITTED BY NATIONAL ASSOCIATION OF WOOL MANUFAC-
TURERS ON JULY 15, 1933, AS AMENDED BY RESOLUTIONS OF
THE BOARD OF DIRECTORS OF THE ASSOCIATION ON JULY 24, 1933
To effectuate the policy of Title I of the National Industry Recov-
ery Art, during the period of the emergency, by reducing unemploy-
ment, improving the standards of labor, eliminating practices
inimical to the interests of the public, employees, and employers, and
otherwise to improve the condition of the wool numufacturing
industry, to increase the consumption of industrial and agricultural
produ ts by increasing purchasing power, and in other respects, the
following provisions are established as a code of fair competition
for the wool textile industry
:
I
—
Definitions
As used herein the term " wool textile industry " shall include the
following branches : Manufacture of worsted men's wear, worsted
women's wear, carded men's wear, carded women's wear, blankets,
cotton warp fabrics, reworked wool, knitted woolen goods, worsted
sales yarn (Bradford S^'stem), worsted sales yarn (French System),
carded sales yarn, and combing, wool scouring and carbonizing, and
such other related branches as may from time to time be included
under the provisions of this code.
The term employers '" shall mean all persons who employ labor
in the conduct of any branch of the wool textile industry, as defined
above.
The term employees " shall mean all persons employed in the
conduct of any branch of the wool textile industry, as defined above.
The term " effective date " shall mean August 14, 1933, or, if this
code shall not have been approved by the President at least two weeks
prior to that date, then the second Monday after such approval.
The term " person " shall mean an}' individual, partnership, asso-
ciation, trust, or corporation.
II
—
Minimum Wage
On and after the effective date, the wages that shall be paid by
any employer to any employee, employed North of the Mason and
Dixon Line, shall be at not less than the rate of 35^ an hour, or of $14
per week for forty hours of labor.
On and after the effective date, the wages that shall be paid by
any employer to any employee, employed Soiith of the INfason and
Dixon Line, shall be* at not less than the rate of 321^0 an hour, or of
$13 per week for forty hours of labor.
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2As to wages of employees now receiving not less than the minimum
wage established by this code, no employer shall, on or after the
effective date, pay any such employee a wage rate which will yield
a less wage for a'work week of forty hours than such employee was
receiving for the same class of work for the established longer week
of forty-eight hours or more prevailing prior to the effective date.
Ill
—
Hours of Labor
On and after the effective date no employer shall employ any em-
ployee in excess of forty hours per week, this, however, not to apply
to hours of labor for repairshop crews, engineers, electricians, firemen,
office, sales, and supervisory staff, shipping, watching, and outside
crews.
Until adoi^tion of further provisions of this code that may prove
necessary to prevent any improper speeding up of work (stretch-
outs), no employee of any mill in the wool textile indu.-try shall be
reqtiired to do any work in excess of the practices as to the class of
work of such employee i:)revailing on July 1. 1933, unless such increase
is submitted to and approved by the Administrator.
IV
—
Hours of Operatiox of Machixery
On and after the effective date, no employer shall operate any comb
or any spinning spindle or any loom or any knitting machine for
more than two shifts of forty hours each per week.
V—EsrPLOTMEXT OF MiXORS
On and after the effective date, employers shall not employ any
minor under the age of sixteen years.
VI
—
Reports
For the purpose of supplying the President and the Administrator
with requisite data as to the observance and effectiveness of this code,
and as to whether the wool textile industry is taking appropriate
steps to enable it intelligently to adjust its hours of labor, wages,
and productive capacity to changing demands of consumers, indus-
trial trends, and other conditions in accordance with the declared
policy of the Xational Industrial Recovery Act, each employer shall
furnish regular reports as hereinafter provided. The Xational Asso-
ciation of TVool Manufacturers, 229 Fourth Avenue. Xew York City,
is hereby constituted the agency to provide for the collection and
receipt of such reports and for the forwarding of the substance of
such reports to the President, the Association to provide for receiving
and holding such reports themselves in confidence. Such reports
shall be in such form, and shall be furnished at such intervals, as
shall be prescribed by the Association, and shall contain such infor-
mation relevant to the purposes of this code, as shall be prescribed
by the Association from time to time, including information with
respect to the following or related subjects:
1. Employment, hours, wages, and wage rates.
1
32. Production, orders, billings, and stocks (in process and finished)
of products manufactured.
3. Financial and cost data.
4. Activit)', purchases, sales, and scrapping of machinery.
5. Consumption and stocks of raw materials.
VII
—
Prior Contracts
It is hereby declared to be the policy of this code that where the
costs of executing contracts for wool or worsted yarns or textiles,
entered into prior to the effective date of this code, are inci-eased as
a result of the operation of provisions of this code, appropriate ad-
justments of such contracts should be made so as to reflect such
increased costs, and, further, that where the performance of orders
for wool or Avorsted yarns or textiles, accepted prior to the effective
date of this code, is delayed or prolonged as a result of the operation
of provisions of this code, appropriate additional time should be
allowed for the completion of such orders. The National Associa-
tion of Wool Manufacturers is hereby constituted an agency to assist
in effecting such adjustments, where such adjustments are not agreed
upon by the parties.
VIII
—
Provisions from Recovery Act
Emploj'ers shall comply with the requirements of the National
Industrial Recovery Act as follows
:
1. That employees shall have the right to organize and bargain
collectively through representatives of their own choosing, and shall
be free from the interference, restraint, or coercion of employers of
labor, or their agents, in the designation of such representatives or
in self-organization or in other concerted activities for the purpose
of collective bargaining or other mutual aid or protection;
2. That no employee and no one seeking employment shall be re-
quired as a condition of employment to join any company union
or to refrain from joining, organizing, or assisting a labor organiza-
tion of his own choosing; and
3. That employers shall comply with the maximum hours of labor,
minimum rates of pay, and other conditions of emploj inent, approved
or prescribed by the President.
IX Cancellation or Modification
This code and all the proA'isions thereof are expressly made sub-
ject to the right of the President, in accordance with Sec. 10 (b)
of Title I of the National Industrial Recovery Act, from time to
time to cancel or modify any order, approval, license, rule, or regu-
lation issued under Title I of said Act.
X
—
Changes and Additions
Such of the provisions of this code as are not required to be in-
cluded therein by the National Industrial Recovery Act may, with
the approval of the President, be modified or eliminated in such
manner as may be indicated by the needs of the public, by changes
4in circumstances, or by experience; all the provisions of this code,
unless so modified or eliminated, shall remain in effect until the
expiration date of Title I of the National Industrial Recovery Act.
In order to enable the industry to conduct its oi)erations subject
to the provisions of this code, to establish fair trade practices within
the industry and with those dealing with the industry, and otherwise
to effectuate the purposes of Title I of the National Industrial Re-
covery Act, supplementary provisions of this code or additional
codes may be submitted from time to time for the approval of
the President.
XI
—
Partial Invaliditt
If any provision of this code is declared invalid or unenforceable,
the remaining provisions thereof shall nevertheless continue in full
force and effect in the same manner as if they had been separately
presented for approval and approved by the Pi'esident.
I, Walter Humphreys, Secretary of the National Association of
Wool Manufacturers, do hereby certify that the foregoing is a true
copy of the Code of Fair Competition for the wool textile industr}-
submitted to the Administrator under the National Industrial Re-
covery Act on July 15, 1933, as amended by vote of the Board of
Directors of the said Association at a meeting held at the Hotel
Washington, Washington, D.C., on Julv 24, 1933.
Dated July 25, 1933.
[seal] Walteb Humphreys,
Secretary.
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